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FOREWORD 



The Small Business Manageinent course has been developed to 
prepare people of Indian ancestry for jobs as ovvner /managers of tlieir 
oun businesses and for inanagement positions with businesses cv%7ied by 
bands, co-operatives and others. The course can also be used to 
prepare people for a wide variety of jobs in business, band management 
or various levels of government service. 



The four instructor's manuals contain ICiSson plans, suggested 
methodologies and lists of resources required to conduct the Small 
Business Management course. 



This third edition is the result of the systematic development and 
testing of two previous editions of tJ.ie course. The preparation of 
the course material was made possible by the collaboration of the 
menbers of a dedicated team who were involved at varioas stages in the 
development and testing of the ccur,se under the direction of Joseph A. 
Jeanne au. The contributions of Dennis Anderson, William Boschman, 
Norman Johnson, William Logan, Herf^ert McPhail, Douglas Murray and 
Jason Shaw are gratefully acknowledged. The assistance of Robert 
Barkman and Ross Ingroville with xhe audio- visual material is also 
greatly appreciated. 



The ideas and cmstructive criticism of our students were also of 
great value in develq>ing a course which, hopefully, is adapted to the 
needs of the Native pecple. 

The training Research and Development Statiori develops methods of 
trainijig and counseling adults* 



D. Stmrt Conger, 
D5, rector. 
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INTRDDUCTION 



This instructor's manual has been prepared as a guide in 
conducting the Small Business Management course. The following 
ideas were formulated as a result of the experiences and insight 
acquired in dewloping and testijig the course materials with 
native adult students. 



Conducting the Si»all Business Management course can be a 
challenging and rewarding experience. To be effective, the 
instructor must put a great deal of thought and planning into how 
he intends to help students attaui their goals. The enphasis of 
the course should be on prep^^iring the students for rewa'^ding careers 
in business so they can work towards their own development as well as 
that of their communities. 



The first section of the Introduction reviews the critical 
situation in which many Native people find themselves. It also 
sets out the course objectives and general teaching approach adopted 
by the dewlopers. 

The next section describes the course content, the organization 
of the course materials and the course duration. In addition to the 
classroom experience, the course provides for on-the-job training. 

The section on Training methods examines techniques and aids 
used in the course to facilitate learning as well as to encourage 
involvement and participation. 



The fourth section is devoted to the resources required to 
conduct the course. The physical setting, the equipment, overhead 
projectuals, films, library materials and si5)plies required and 
reviewed. 



The section m ccmducting the course gives a number of 
poLnters which will be useful to the instructor in working with 
his students. 



In the section on adapting the course to local needs, the 
instructor will see that the instructor's manual can only be a 
guide to him. He will have to add, delete and change the material 
to meet the needs of his students. 



The seventh section discusses the need for an evaluation 
process in conducting the course. The instructor must be open to 
feedback by the students, yet he must realize that the students' needs 
are not always clear to them, and these will change as they proceed. . 
The evalui^tion process keeps the students motivated and serves as 
a guide for the instructor. 



The final section discusses administrative aspects such as 
student recruitment and selection, instructor selection and training 
and miscellaneous aspects such as living acconmodations for students, 
scheduling of courses, counselling needs, cost of the course, etc. 



1. RATIONALE FOR THE CC IRSE 



In the recent past Native people have not participated beyond a 
very limited extent in their own economic developnwnt nor have they 
had much opportunity to do so. Their knowledge of financial and 
business affairs is often limited and they tend to approach this 
field with some bewilderment. It may be hypothesized that until 
native people become involved in and contribute to their own 
econOTiic development, they will remain at the lower rungs of 
society as far as economic welfare is concerned. 

Native people have generally lived on the natural resources 
of their environment. In recent years, the opening of land 
for agriculture and the rapid development of mineral and nafaral 
resource industries, and an ever expanding tourist industry, has 
resulted in a greater conpetition for the scarce natural resources. 
Add to this the rapid increase in Native population and the 
dijnensions of a serious problem are present. Native people mmst 
now look for alternative appixDaches to makLig i living. 



In thxe last few years, there has been a growing mrest amongst 
native people. They want the same amenities as the rest of the 
population and wish to have equal opportunity for economic better- 
ment, yet because of their lack of preparation, they often fail to 
see or are unable to take advan^rage of the opportunities which are 
developing in their own area. At the sa.ne time, there is a growing 
public awareness of a social responsibility. Government policy is 
rapidly changing to provide mere adequate financial aid to meet the 



^ieeds of Native people. In spite of this, little has been done to 
prepare them to make effective and productive use of these financial 
and economic resources. 



Most prospective students will have had little, if any-, 
e)q)erience in business. The course should be aii opportunity for 
the students to grow in knowledge, skills aivd experience so that 
they are better equipped to start a business of their own or are 
prepared fcr manageinent positions :si the b,and, coimunity, co-opera- 
tive Or in other b\isinesses. Others may want the course to prepare 
them to pla>^ an active role In the administration of local govern- 
ment through the band or village council or as an administrator of a 
program. The individual reasons for v>4iich students will take the 
course will vary but the basic training required to prepare them to 
play an active role in their own economic development will remain 
much the saire. 



The course objective is to prepare the students for a career in 
management. It attenpts to give them the management tools necessary 
to do an effective job in working toward their own bettennent and 
that of their communities as they see it. 



It is inportant, in the opinion of the developers of the course, 
not to try to make white men out of Native people. They have their 
own set of values vAiich they dierish and which they can use to 
enrich the larger society. The course should attenpt to build on what 
the students have rather than try to destroy it. As they develop 
their knowledge of business management and as they discover that 
business does not contain mysterious concepts vAich the Native person 
is not capable of mastering, they will gain a new confidence in 
themselves. It is deplorable that native people have been left with 
the opinion that if they are to be a success, they must turn their 
backs on their culture, values and traditions. It is strongly 
suggested to course instructors that if they wish to be successful 
in preparing students for a contribution to the development of their 
economy, they imst help the students grow as individuals who will use 
business management knowledge and skills to help their people grow 
and prosper. 



The prime eiiphasis of the course is not on teaching, but in 
helping the future managers and administrators get out of the 
course vrfiat they need. The course should be' student -oriented rather 
than content-oriented. The course content is a necessary part of 
the training but it is only useful in as much as it prepares the 



iii 



r 



students for their careers • The course content, the methodology, 
the projects, the dynamics o£ the group should lead to developing 
the students' problem-solving skills > their decision -making skills, 
their self-confidence, judgment, communication ability and their 
ability to think and strive towards their goals under occasional 
stressful situations • 



Management responsibilities can be rewarding but they are not 
usually easy. The students must get an accurate picture of what they 
may encounter in the real world. If the instructor concentrates on 
content only, the students may find themselves ill -prepared for the 
real job ahead. 



2. DESCRIPTION OF THE COURSE 



The course tmdertakes to introduce the students to the different 
aspects of business management. This is to be done in such a way 
that the students see and understand the interrelationship between 
the different management functions (planning, organizing, directing, 
controlling) and the different subjects or topics which make up the 
field of business management. The lessons are not conducted as 
separate subject areas but are sequenced in a continuum to show 
interrelationships between lessons and subject areas. The students 
should see the content of the course as foniiing a management 
process rather than a number of isolated subject areas. 



a. Course Content 

The course is divided into nine subject areas and consists of 
134 lessons. The nine subject areas are listed below along 
with the code which is used for easy identification of lessons 
during the course: 



Subject Areas 



(3ode 



(1) Management Process 

(2) Marketing Management 

(3) Finance, Accounting, Bookkeeping 

(4) Personnel Management 

(5) Business Law 

(6) Personal Finance 



MP 
MKT 
FAB 
PM 
BL 
PF 
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(7) Business CoTirnunication 

(8) Production Management 

(9) Office Procedures 



BC 
PROD 
OP 



The word subject to denote course topics is used with some 
hesitancy since it can connote an idea of separate units and/or 
a number of unrelated items. This note will serve to caution 
the instructor to help the student see the different topics as 
elements in a management process which contribute to reaching 
the management objective. 



Although the table of contents shows the suggested sequencing 
of lessons which the instructor can follow to help integrate 
the course materials, the following description of subject areas 
list lessons by subject areas to show clearly what topics are 
dealt with within each area. 



(1) Management Process 



This series of lessons attenpts to show th^ relatior/ship 
between the management functions and the other subject 
areas. These lessons show how organizations are required 
to fill individual human needs, and how organizations need 

the management functions of planning, organizing, direct- : 
ing and controlling to reach their goals^or objectives. j 
Tliese management lessons are integrated with the otlier 
subject area lessons. Two business projects are scheduled 
which will involve students in the practical aspects of 

management and will have them use the knowledge they have * j 

acquired. The management process lessons are listed below: 



MPl 



2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 



Introduction to the Course 
The Individual and Human Needs 
The Organization 
What is Management? 
What is Srall Business? 
Success and Failure in Business 
The Planning Function 

The Planning Function Reviewed: First Project 

The Organizing Function 

The Second Project 

The Directing Function 

On the Job Training 

The Conti-olling Function 



ERIC 



v 



14 The Managenent Functions Reviewed 

15 ' Business and the Community 

16 The Busineii;sman and Business Ethics 

17 Revi.ew o£ the Course 

18 Evaluation 



Tlie lessons in management process should help students see 
the role o£ management in helping organizations attain 
their goals. ITiese lessons are the framework o£ the course. 

(2) Marketing 

The lessons in this series show the students the many 
activities involved in getting goods and services from the 
producer to the consumer, and the planning and work which 
is required in marketing i£ the business is to be a 
success. The lessons are: 



MKTl Introduction to Marketing 

2 What is a Market? 

3 Sizing up a Market Opportunity 

4 The Right Product and Right Service 

5 Middlemen 

6 PurcJiasing 

7 Stoc:kkeeping 

8 Setting Prices 

9 Pronioting your Business 

10 Advertising 

11 Salesmanship 

12 Merchandise Layout and Display 

13 Analyzing yo.ur Market 



(3) Finance, Accounting, Bookkeeping 

This subject area, w«tich requires the most class time, 
introduces tlie students to the area o£ bookkeeping, 
accounting, credit,, financial statements and their inter- 
pretations. The bookkeeping system is a simple double 
entry vtfiich starts at an elementary level and builds on the 
knowledge the students acquire. The students also study 
the activities o£ planning and budgeting, the iiiportance 
and use of producer credit, and the main sources o£ funding 
businesses. Many practice exercises are included in the 
lessons. The titles are: 
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FABl Intioduction to Finarice, Accounting and Book- 
keeping 

2 What is Bookkeeping, Accounting and Financial 

Management? 

3 What is a Business Worth? 

4 Starting the Bookkeeping System 

5 Recording Business Transactions 

6 Recording Revenues and Expenses 

7 Taking the Trial Balance 

8 Preparing the Work Sheet 

9 Elementary Profit and Loss Statement 

10 Elementary Balance Sheet 

11 Recording Closing Entries 

12 Sources of Funds for Starting the Business 

13 Bookkeeping Reviewed 

14 Recording your Purchases 

15 wihould you Sell on Credit? 

16 Recording Credit Sales 

17 Recording Cash Receipts 

18 Sales Tax 

19 Recording Cash Payments 

20 Handling and Recording Cash 

21 Banking 

22 The General Journal 

23 Inventory 

24 Adjustments for Inventory 

25 Financial Statements 

26 Payroll Deductions 

27 Recording the Payroll 

28 The Synoptic Journal 

29 Depreciation 

30 Year-End Adjustments 

31 Preparing Financial Statements 

32 Year End Reporting 

33 Pei'sonal Income Tslx 

34 Business Income Tax 

35 Financial Management 

36 Analyzing the Profit and Loss Statement 

37 Analyzing the Balance Sheet 
3S Working Capital 

39 Planning and Budgeting 

40 The Cash Budget 

41 The Operating Budget 

42 Projected Financial Statements 

43 Financing the Business 

44 Finance, Accounting, Bookkeeping and the 

Management Process. 
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(4) Personnel iManagejj'ient 



The Personnel management lessons deal with the task of 
helping both the workers and the organization reach their 
goals through people. Tlie lessons examine styles of 
leadership and their effect on workers, the process of 
recruiting, selecting and training enployees, and methods 
of improving the working relationships between employee 
and enployer. The lessons in this subject area are: 



(5) 



PMl 


Why People Work 


2 


UTiat is Personnel Management? 


3 


Different Types of Leaders 


4 


r^orale in Your Business 


5 


Establishing the Need for New Enployees 


6 


The Search for New Employees 


7 


Interviewing Job Applicants 


8 


Selecting the Best Man for the Job 


9 


Training Personnel 


10 


Giving Wbrkers Responsibility and Measuring 




Their Performance 


11 


Communicating with Enployees 


12 


Be a Good Listener 


13 


Roadblocks to Communication 


14 


The Grapevine 


15 


Disciplining Your Enployees 


16 


Different Pay Plans 


17 


Labour Legislation 


Business 


Law 



This subject area introduces the student to some of the 
fundamentals of business law. The students study the 
different forms of business organization, the conditions 
for contracting and special types of contracts, and topics 
related to the ownership of propetty. The lessons in this 
subject area are: 



BLl Introduction to Business Law 

2 Introduction to Different Foms of Business 

Organization 

3 Proprietorships and Partnerships 

4 Limited Conpanies ociid Co-operatives 

5 Legal Steps Required in Setting Up Each Form of 

Business Organization 
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6 
7 
8 
9 
IC 
11 
12 
13 



The Legal Contract 

Special Contracts: The Sale of Goods 
Special Contracts: Business Insurance 
Ownership and Transfer of Real Estate 
Leases 
Mortgages 

Insolvency and Bankruptcy 
The Indian Act 



(6) Personal Finance 



The success of a small business venture often depends on 
the ability of the owner -manager to manage his personal 
fix^ances• The businessman must be knowledgable in a 
number of areas in the personal finance field. The lessons 
in this subject area are: " 

PFl Introduction to Family Money Management 

2 Family Budgeting 

3 The InportanCe of Saving 

4 Consumer Credit 

5 Calculating Interest 

6 Personal Insurance 

7 Your Will and Estate 



(7) Business Communications 



The lessons in this subject area help the students become 
more skilled and at ease in communicating, and introduces 
the communication skills vAxich can be practised and develop- 
ed informally throughout the course, 

BCl The Commmication Process 

2 Communicating in Business 

3 Business Letters and Reports 

4 Speaking in Business 

5 Conducting Business Meetings 
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f S ) P7; o<fa;>ction Management 



This series of lessons is intended for students who wish 
to orient themselves towards manufacturing or production. 
The lessons in tliis subject are: 



(9) 



PRODI 


Introduction to Production 


2 


What Product Should you Produce? 


3 


Plant Location 


4 


Plant Layout and Work Sinplification 


5 


Obtaining and Maintaining Equipment 


6 


Quality Control 


7 


Production Costs 


8 


Break-Even Analysis 


0 


Planning and Scheduling Production 


10 


Is Production Management Necessary? 


Office Procedures 



The students study systeiTiS for handling mail and filing 
to deal with correspondence, financial infoimation, 
invoices, etc., and are introduced to siqjplies and 
equipment v^iiich can facilitate and expedite office work. 
The lessons in this area are: 



OPl Introduction to Office Procedures 

2 Filing 

3 Ifandling Mail 

4 Office Nichines 

5 Dirplicating 

6 Office Supplies 

7 How Can Office Procedures Help Your Business? 



Organization of Course Material 



(1) Sequencing the Lessons 



It was indicated previously that the lessons are not 
conducted as subjects. Sequencing takes place by drawing 
lessons from the different subject areas and arranging 
these serially rather than by subject area. 



Thi^ approach illustrates that business manageinent is the 
use of all the subject areas in the successful operation 
of a business. It also provides the students with a variety 
of material and with an opportunity to integrate the 
various aspects of business into a corfprehensive entity. 
Traditionally the students had to integrate and interrelate 
the different subject areas on their own. In this course 
it is the instructor's responsibility to help the students 
discover the relationship between the irianagement process 
and the other lessons as the course progresses. Ideally the 
lessons of the course should fit together as pieces of a 
puzzle to give the students a good perspective of the 
functions of management. 



Course Materials 



There are two categories of printed materials: student 
materials and instructor's manual. 



(a) Student Materials 

The student materials consist of approxijnately 1000 
pages of Readings, cases and exercises.^ 

(i) Readings are the name given to the materials 
which the student receives during each lesson 
and which serve as the 'test' of the course. 
They have been specially prepared to cover the 
subject matter at a level which students with 
an adult Grade 10 should readily understand. 

(ii) The ca?es are short situations which have been 
for the most part sinplified from real case 
histories. The students will often find the 
cases lacking in specific detail; they will 
have to make necessary assumptions and proceed 
on this basis. 

(iii) The exercises provide the students with practice 
in variius aspects of the different subject areas. 

> - 

The student fnaterials for each lesson are packed in 
boxes. There are sufficient lessons for a class of 
20 students. 
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The lessons are sequenced in the boxes and 'are 
proceeded by a t.ib which identifies the lesson. 



(b) The Instructor's Manual 



The instructor's manual consists of four volumes 
vrfiich contain all of the student materials described 
above, incorporated into instructor's lesson plans 
which outline suggested niethodologies for each lesson. 
The lesson format consists of: 

- overview 

- objectives 

- reference material for the instructor 

- resources required 

- methodology 

- indicator 



(i) Overview 

The overview puts the lesson into prospective 
for the instructor. It set^, out the lesson 
purpose, its relationship previous lessons, 
and its relationship to the other subject areas. 
The overview should prove useful to the instructor 
in introducing the lesson to the students, who 
should know why the lesson is inportant and where 
it fits in the management process. 



(ii) O bject ives 

Each lesson sets out one or more objectives 
which state the specific learning expected of 
the students. The objective is discussed under 
the heading of Purpose in the student Readings, 
in order that the students understand what is 
expected of them. 



(iii) Reference Material for Instructor 

This section of the instructor's guide gives 
references to books, pairphlets, etc. which may be 
useful to the instructor in providing him with 
background information in a specific subject area. 
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(iv) Resources Required 

The resouTXes necessary for a lesson are listed 
in this section. If overhead transparencies 
(projectuals) or films are a part of the lesson, 
they will be listed here; however, the overhead 
projector or film projector have not been listed 
as their use is obvious. Suggested field trips, 
tours and resource people are listed here. 

Cv) Methodolo gy 

Tlie mcthodolog)' whicli is the main section of the 
instructor's guide, provides the in.structor with 
detailed suggestions for conducting the lesson. 
The methodology of each lesson consists of three 
phases: stimulus, clarify problem and provide 
information. 

The stimulus phase arouses curiosity in the lesson. 
It is an attempt to interest the students and 
make tliem aware of ajid involved in each objective. 
The stimulus is rost effective if it can draw 
from the students' past experience. 

The second phase,* clarifying the problem , 
attempts by means of questions, case stories, 
definitions or explanations, to make the students 
aware of a problematic situation. The process 
of clarifying the problem permits the instructor 
to learn the level of understajiding that his 
students have of a topic ajid to start the lesson 
at tliat level. 

Following the clarification of the problem, the 
students can use the Readings, discussion jind 
the many other training nKJthods in gathering 
infonnation to help arrive at the objective. 

The final stages of problem solving, of implemen- 
ting aiid evolution cannot be handled in the 
course. Students should however recognize the 
total problem solving process: becoming aware 
of a problem, clarifying the situation, searching 
for information (alternatives), choosing a 
solution, implementing it, and evaluating the 
progress. These will be used many times by the 
students throughout their business careers. 



If they are aware of this problem-solving process, 
they can work towards developing their skills in 
vnaking better and more effective decisions. 



The student Readings interspersed in che 
methodology section of the Instructor's Guide 
are framed in boxes as is this paragraph. 
This readily identifies them as being part of 
the Readings and permits the instructor to 
make reference to the Readings as the lesson 
progresses. 



The instructions in the methodology stress the 
need for discussion of the Readings in order to 
place the learning in the context of the students' 
previous experiences. The discussions, along 
v/ith various training techniques and aids aw a 
means of involving the students and gettiiig their 
active participation. 



(vi) Indicator 

Before terminating each lesson, the instructor 
must check to see if the objective has, ii. fact, 
been reached. The indicator may consist of an 
exercise, a review of what the student has 
learned by means of a written or oral report or 
it may sinply be the instructor's observation 
of the discussion and learning in the group. 

It is veiy useful that the instructor finish the 
lesson by giving an overview or summary of the 
learning, again putting the lesson in perspective. 



Duration of the Course 



The course provides for approxiinately five months of class tiiiie 
plus one month of on-the-job training. The time may vary 
considerably with different groups of students. Some gro\q)s 
may only need seme parts or subject areas of the course; 
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other groups v.ith business experience may progress more rapidly 
than a group with no experience. 

The instructor may have other constraints to consider, such as 
a fixed time schedule iirposed by a six)nsoring agency, making 
adjustments necessary. The students should not feel that they 
are being pushed through the course material. 



3. TRAINING METHODS 



This section will briefly d;:;cuss methods of facilitating 
learning and training technique.^: ,.md aids used in the course. 



a. Facilitating Learnin g 

Facilitating learning should ceitaxnly be the objecr.yvr 
every instructoi , esTpecially in teachmg native stndeni^s ^ 
business management. Previous experiences vrith tiaditi ')iial 
schooling may have discourag<?d them ano may have produced 
in some a negative attitude to leamir;?. 

No person can be forced to learn; discipline will ensure 
that the student listens, but learning and remembering 
is a voluntary process. Students will learn if they aie 
interes'iied and if they can recognize a personal need for 
what they are learning. An instructor who knows how people 
learn will be more effective in reducing the time required 
for learning, and increasing the knowledge retained. The 
following points regarding learning may be a^efiiL> 



(1) Familiarity 

Students learn more rapidly if they are somewhat 
familiar with the material to be learned. It is 
important that the instructor start vrfiere the students 
are and build on this knowledge. It is inportant to 
show how the lesson material applies to businesses 
with which the student is familiar: a ccninercial 
fishing operation, a general store^ a taxi business, 
a service station, etc. 'n:e use of examples and 
references to students' experiences or related 
instructor experiences will facilitate learning. 
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(2) Relevanc y 

Learning will also take place more rapidly if the 
students can see how the lesson material will be use- 
ful to themselves in the future. They will find the 
material more relevant and meaningful and will retain 
new learning longer if they can fit the new learning 
in with their past experiences and knowledge as well 
as their future needs. 



(3) Change of Pace 

The students learn more rapidly and their interest is 
.vistained longer if a variety of approaches, stimuli, 
training techniques and aids are used, and if the 
student is actively involved in the learning process. 



(4) Logical Units 

Learning will be more rapid and retention will be 
better if the students understar-d the relationships 
between lessons, and if they know what is to be 
learned and when it has been learned. 



(5) Recency^ and Primacy 

In a new lesson or new subject, students will remember 
more readily the first and last things learned. It 
helps if a learning unit is not too long so that 
students do not have too much difficulty remei.i>ering 
the middle. The use of logical units and frequent 
reviews, and putting the lesson into perspective can 
help the students retain the new knowledge. 



(6) Learning Climate 

Learning is easier in a relaxed and informal atmosphere. 
Honest support and praise fron the instructor and the 
students for good contributions in class help the 
learning clijnate. Praise is reward that helps motivate 
students to learn. A jovial climate in class is a 
good sign of students who are enjoying the learning 
experience. 
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(7) Feedback 

Feedback can be very effective in letting a student 
know y^ere he stands and what is eJ5)ected of hijn. 
Feedback should be used as a method of telling a 
student what he is doing right, it should be mainly 
of the positive type. Negative reinforcement and 
punishment can create blocks to learning. Problems 
facing the group should be ducussed with them in a 
straightforward way, as a problem which the group 
should handle. 



(8) Positive Attitude to learning 

Learning will take place more naturally and effectively 
if instructor and students all have a positive attitude 
towards learning. Learning should be seen as an on- 
going process whicli lasts a lifetime, and this course 
as only an introduction to the learning of business 
management, providing the skills necessary to continue 
learning. The instructor can do much to motivate 
students to set goals which they wish to reach. 
Students vAo have set their own goals will continue 
their development process. 

Some native students have been told so often that they 
are disadvantaged people that they believe they no 
longer can change the situation they are in and take 
a rather negative approach to learning, hindering 
their progress. In such cases, the instructor may 
help the c>tudent remove a mental block by discussing 
the nature of a disadvantaged person - one who has 
difficulty coping with his environinent. A rapidly 
changing environment such as ours requires people to 
learn new skills. Many so-called disadvantaged people 
are not at all disadvantaged in earning their living 
in the traditional way, but due to changes, they may 
have difficulty in adjusting to new ways, or to new 
surroundings. For instance, a rural person may be 
disadvantaged in a city setting in much the same way 
a city person may be disadvantaged if he had to 
operate a trap line. It is possible for anyone to 
adjust to a new environment if he wishes to. This 
does not mean he must take on all the values of the 
larger societies*, it means he must develop the 
necessary skills to cope with this society. 
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Aa understanding of t!us process of change may help 
the student see that lacking skills in a specific area 
is not equivalent to not being able to learn them. 

It should again be said that the instrtictor should see him- 
self not primarily as an ijnparter of knowledge but as a 
facilitator in the learning process. The instructor's 
concern is to help the students acquire management skills 
to help themselves and their people to develop economically 
and culturally. 



b. Training Teclmiques and Aids 

Many different training teclmiques and aids are used to 
provide the student with a change of pace within the 
lesson and to facilitate their involvement and active 
participation. These lecliniques and aids are briefly 
described. 



(1) Listing Student's Ideas and Opinions 

This is a variation of the brainstorming technique 
which is often used in creative problem-solving. The 
listing technique obtains all of the students ideas 
on a topic before the discussion or evaluation of the 
ideas takes place. 

The students are asked to follow these guidelines in 
listing their opinions: 

(a) The students select someone from the group to 
write their suggestions on a flip chart. 

(b) The students will give their ideas as quickly and 
as brief]./ as possible so they can be listed on 
tlie flip chart. 

(c) During the listing phase, no evaluation or 
discussion of the points suggested is made. 

(d) Only when the students no longer have any further 
ideas or when the instructor terminates the 
listing does the evaluation of the ideas begin. 
Each student then explains what he meant by the 
point he made, and otlier students give their 
opinions. 

I 
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The students will find that some ideas have no 
value and they will be discarded quickly, others 
will stir a great deal of discussion. 

The purpose of the listing is not to get a 
consensus but to get the sttidents to talk about 
their views, knowledge and opinions. This pooling 
of knowledge gives them an opportunity to know 
the feeling of the group on a topic and is a 
good non- threatening discussion starter since 
they aire free to give hunches and guesses. It 
also enables the instructor to assess the know- 
ledge level of the group on the topic. 



In most cases, many of the ideas the students suggest 
come back in the 'Provide Information' stage of the 
lesson. They realize that they have in theiTiSelves 
the elements of knowledge. The instructor can rein- 
force, systematize and organize the students' ideas 
with those provided in the lesson so that they are more 
readily usable by the students. 



(2) Discussion 

The discussion technique is a very useful and effective 
method in training. It gives an informal atmosphere 
to the learning group snd it pemits the students to 
explore, seek solutions to problems and test for 
consensus. The students can thus progress in their 
learning by conparing and relating the learning to 
their own previous knowledge. The discussion technique 
can be effective in helping students acquire new 
attitudes. Since the ideas will often come from the 
students, they are less threatening than if they come 
from the traditional authority figure. 

The instructor can use effect- 
ively the discussion technique 
with both small groups and the 
full group. 

The real advantage of the 
discussion technique is that 
it encourages and permits 
participation and involvement 
of the students in a learning 
experience. 
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Since students pool their 
knowledge and experiences, 
they readily learn from one 
another. They more readily 
accept the instructor in a 
discussion group than they 
would accept him as a 
lecturer. 

The discussion technique has 
the drawback of being time 
consuming ; however , the 
extra time may more than 
condensate in more relevant 
learning. Another limitation 
which must be controlled by 
the instructor is the domina- 
a few group members or the 
he instructor to start 



The discussion technique requires the group to be 
seated in a circle. Communication takes place more 
naturally and readily in a face to face setting. 

In a group discussion, it is advisable that the 
instructor begin early to withdraw himself from the 
role of the active leader of the discussion. Etepend- 
ing on the grotp and the situation, the instructor's 
role may be primarily that of providing information. 

As the group becomes familiar with the discussion 
technique, students can take turns at facilitating 
and moderating the discussion. They learn to encourage 
participation of fellow students and to make use of 
the instnictor in clarifying points. 



(3) Films and Filmstrips 

16 im films and filmstrips acconpanied with sound 
recordings can serve as a powerful learning tool since 
they add sight as an additional dimension to learning, 
and provide a change of pace. Films can be used to 
depict situations which are otherwise difficult to 
illustrate. Many films related to this course are 
set in large businesses; the instructor must i elate 
these to the types of business with which the students 
will likely be involved. 




Full Group 

tion of the discussion by 
inadvertent tendency of t 
lecturing. 
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Prior to seeing the film, the students should be 
introduced to it. They should know v>4iat the film is 
about and \Aiat they should be looking for. The film 
should be discussed before viewing it so that it can 
be placed in the context of the lesson at hand. It 
is sometimes helpful to show the films in segments, 
each followed by discussion. 

Following the viewing, the students should discuss 
their inpressions of the film. They can relate this 
to the lesson material and to their owr experiences. 



(4) Cases 

The cases used in the course are usually real situations 
adapted for a short presentation. They serve as stimuli 
and as discussion starters. Most of the cases have been 
sirrplified to eliminate excessive data. 

Cases often help the students to develop their problem- 
solving skills through working with incon^ilete informa- 
tion. The students learn to make assumptions and look 
for possible alternative solutions. They should not 
be led to think there is only one correct answer. 
Rarely can a situation be classified objectively as 
right or wrong; there are usually many circumstances 
which will affect a person's decision. 

If the students have some business experience, they 
might develop their own cases for discussion. 



(5) Lecturettes 

The student Readings cannot possibly be complete; the 
instructor will find it necessary to add to the lesson 
material with lecturettes, or short presentation? 
interspersed with examples and illustrations and 
discassion. 

It is very easy for an instructor to become so intent 
on the message he is delivering that he forgets the 
effect on his students, \>rtiose span of concentration 
during a lecture is quite short. The lecture approach 
may give the students the most infomation in the least 
time. However, unless the material is kept short and 
relevant to the students' experience, they can be 
turned off quickly, although they may keep the outward 
attentive postures. 

xxi 
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(6) Proj ectuals 

Overhead transparencies or proj ectuals are used 

throughout the course as a 
stimulus to encourage discuss- 
ion, a visual to facilitate 
memory and as a summary of 
information. 

The overhead projector should 
be turned on only when the 
instructor is referring to the 
projectual. The sight of the 
projectual distracts from the 
discussion if it is left on 
v\4ien it is not needed. 




(7) Role -Playing 

In many instances the students should be able to test 
their skill in handling the information v*iich they have 
learned. Until they have tried to deal with certain 
situations they may not realize how difficult some are 
to handle. 

Role-playing can reinforce 
learning and can provide aji 
application for the new know- 
ledge. Role-playing does not 
replace the actual experience 
o£ a real situation but it 
does give some simulated 
experience in dealing with 
difficult situations. If 
students are involved in. 
planning some of the role- 
play situations themselves 
they can often contribute 
elements viiich reflect their 
environment and experiences. 
Learning to Operate the Cash Register 

Role -playing also provides for valuable involvement 
in topics which involve emotional aspects. 
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(8) Questioning Techniques 



The use of questions can be a great help in encouraging 
involvement and participation in a group. Questions 
are also a means of checking on the students' compre- 
hension. The following suggestions may be used as 
guidelines: 

(a) Questions should not be asked in sucJi a way that 
the student can answer with a yes or no. 

(b) Questions should not be threatening to the student. 

(c) Questions should not be a mere repetition of facts. 

(d) Questions should encourage students to apply 
information to their own experiences. 

(e) Questions can be asked to draw some individuals 
out who hesitate to participate in a group 
discussion. 



The questioning technique can help the students develop 
confidence in themselves. It also helps develop the 
ability to organize ideas and to express them clearly 
in a group. It can also help students develop their 
own ideas rather than rely on instruction or reading 
materials. 

In asking a question, the instructor should fonnulate 
the question to the lAole group, pause briefly and 
then ask a specific student to answer. It is often 
necessary to use follow-up questions i.f the student is 
vague or uncertain in his answer. Aft:er the student 
has answered, the instructor should give the student 
positive stpport. 

(9) Tours and Field Trips 

Tours and field trips can make learning more relevant. 
A number of tours of businesses are suggested in the 
instructor's manual. Students may enjoy and learn a 
great deal from tours of native businesses, which 
should be incorporated into the course if distances 
permit. 
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Each tour or field trip should be carefully planned 
by the instructor and the students together. The 
instructor should have made arrangements with tlie 
businessman to v^iom he has explained the purpose of 
the trip. The studf- ts should prepare for the tour 
by dete mining viiat they will be looking for and what 
information they would like to obtain. 

The students should be responsible for obtaining the 
information they need from the tour. It is desirable 
that the group sit down v/ith the businessman and 
exchange ideas and questions. 

Following the tour, the instructor should arrange for 
an evaluation session. He may ask for a written 
report which the students can give him prior to a 
discussion or they may go directly into discussing 
viiat they have learned and what inpressions they have 
of the tour. If the report approach is used, the 
students should be infomed of this before they leave 
for the tour. 

Students normally gain a great deal from the tours if 
they are well -prepared and taken as a learning exper- 
ience. The tours help the students see the relevancy 
of the lessons and help them integrate the learning. 
The tours are also useful in building the students' 
self-confidence. 



(10) Resource People 

The contact of the students with resource people and 
visitors who come into the group can be very valuable 
learning experiences. 

The type of people who are invited into the group can 
include : 

(a) Professional people to speak on special topics 
such as law, accounting, banking, income tax 
or other topics, 

(b) Government personnel to discuss programs and 
topics of interest to the students. 

(c) Any businessman who might provide motivation or 
ideas for students. 
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(d) Native businessmen, chiefs or others connected 
with native business projects, economic develop- 
ment or programs vvhich contribute to native 
betterment. 

(e) Representatives of native associations. 
The benefits of these visits are many. 

(i) The students can gain much by^ dMlng in"^ 
contact with people with whom they will be 
doing business in the future. 

(ii) The visitors and resource people can provide 
information \diich only a specialist in the 
field knows. 

(Ui) The students gain confidence in their ability 
to ask questions and obtain information they 
want. 

(iv) The contact with visitors and resource people 
reinforces the learning the students have 
gained. The fact that a businessman makes 

a point often strengthens it in the minds of 
the 3tudents. 

(v) It helps the integration of material; .the 
students see problems in context. 



(vi) It enables the students to keep up to date 
with recent developments. 

(vii) The visit of native businessmen can provide 
success models and be a strong motivating 
force. 

The students should know something about the person they 
are going to meet, and should have an opportunity to 
prepare for his visit. 

Following the visit the instructor should provide an 
opportunity for the students to evaluate the visit: 
what did they leam? of what value was it? could 
they have obtained more information? How? The students 
should also evaluate their own skills in obtaining 
information and interviewing. 
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It may happen that students will becoirio quite outspoken 
with some visitors. Students will learn with exrperience 
the best strategy to use. 

It is not always possible to get the resource people 
at the tijTie desired. It is best to have the students 
meet the resource people associated with lessons after 
they have studied the lesson. They can make better 
use of the resource person and learn more by having 
some prior knowledge of the topic. 

The instructor should benefit by the passing through 
the community of a resource person to ask him to come 
in and spend some time with the students. Tliis will 
expand knowledge and interest as well as develop self- 
confidence and interviewing capabilities. 



(11) Public Speaking 

In addition to developing the students' ability and 
confidence in public speaking, the technique can be used 
to have them make oral reports to the group, explain 
the course to visitors, etc. The use of videotape play- 
back is very useful in providing instant feedback to 
students. 



(12) Exercises 

The accounting exercises and other exercisef; simulate 
real business situations. Students normally show a 
great interest in the logical outcome of accounting 
exercises and enjoy the challenge of balancing the 
books . 

The exercises are an opportunity to foster co-operation 
within the group. Students who have cOTpleted their 
exercises correctly can help other students who are 
having difficulty. 



(13) Projects 

The projects are a real opportunity for students to 
integrate their learning and to realize the need for 
more knowledge and skills training. It is often a 
shock to the students to discover that co-cperation 
and understanding are easier under class conditions 
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than in the project. Frustration and stress can develop. 
To maiiy students, personnel problems and communication 
problems seem quite remote until they start a project 
cf their oun. 

Tlie projects arc aii opportunity for the students to 
sec the need for tJie management functions: planning, 
orgaiiizing, directing aiid controlling, and the inter- 
relationship between the management functions and the 
various subject areas. 




Christmas Card Project 



During the projects the students will gain experience 
in decision-making and will become aware of the risk 
(eve-, if it is small) v:hich exists in business. 



14) On- the- Job Trainin g 

If circumstancei-* permit, a period of on-the-job 
training in so;::ie business can be a worthv^ile learning 
experience fov the student. The work experience 
provides a basis for relating new learning. If this 
is not possible during the course, it is still worth- 
while to arrange on-the-job training at the end of the 
course before the students start businesses of their 
own. 
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The cl^oicc of tJie co-operating businessmen is irnportant, 
as they can have quite an impact on the student and can 
help greatly in his learning and motivation. 



RESOURCES REQUIRED 



ac The Physical Setting 

Researdi has shouTi that the physical setting in which 

training takes place affects student behaviour and learning. 

The instructor should consider these aspects in planiung 
for tJie course. 



(1) Room: Tlie room should accommodate a group of 20 
St indents. The floor space should permit a variety 
of seating arrangements for different group activities. 



(2) Lighting, heating and ventilation : The room should 
have good lighting and enough electrical outlets for 
the variety of equipment needed. The heating should 
come from a dependable central source. The ventilation 
system should provide for fresh air in order to clear 
stale air and smoke from the room. 

(5) Furnishings : The room should have enough lounge -type 
chairs for the students, the instructor and visitors. 
The chairs need not be expensive but should be 
comfortable for the students who sit^ for long periods. 
Work tables v>^ich can be rearranged for different 
types of groups are needed. Trapezoid t.iibles serve 
well. 

(4) Coffee Area, L ibraT y: The training area should have a 
coffee area, a small library and display area for 
business magazines, local and business newspapers. 
The area should also have a bulletin board. These 
need not be elaborate but should provide the students 
with an area where they can relax, read and become 
familiar with business papers and magazines. Games 
such as decks of cards, checkers, chess, etc. help 
the students pass the time during noon hours and 
coffee breaks. 
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(5) Location of the Training A rea: It is advisable to 
conduct the course m an area separate from other 
programs \\1iere more traditional methods of teaching 
;:re used. Since the aim is to treat the small 
business management students as future managers, they 
are given more leeway and freedom thim might be accept- 
able in a more t)^:)ical school setting. The informality 
between instructor and students could be disruptive to 
other students uiiere greater student discipline :iiid 
formality are required. For exainple, it is recommend- 
ed that tlie small business miuiagement instructor be 
on a first-name basis with his students. 

Tlie facilities need not be as elaborate as those in 
the photo. A community hall or a store front t\pe 
setting is satisfactory^ providing 'he facilities are 
comfortable. It is, howewr, recoiimended that train- 
ing be conducted in an urban setting whenever possible 
so students liave ample opportimity to Icani by seeing. 
Students become more conscious of tlicir surroundings 
as they progress in tlie course, i'lnd im urb;m setting 
will provide more opportunity for observing new 
business mc^tliods tlian in a rural setting. 



b. Audio Visual aJid Other Equipment 

The following equipment is used in the course. 

(1) Cassette recorder (cost approxim^itely $100. GO). Tlie 
cassette recorder is used in taping cases for present- 
ation to the class, thus providing for a change of 
pace. Students can al'-^o make use of the tape recorder 
in taping certain lessons at Jiich visitors or resource 
people were present, or to rc^cord interviews. 

(2) The overhead projector (cost approximately $140.00). 
The overhead is used to show the prepared projectuals. 
It can also be used with a roll of clear plastic to 
illustrate the calculations of problems or to draw 
illustrations to facilitate explanations. 

(3) 16 rm film projector (cost approximately $650.00). 
The film projector is necessary to show the fims in 
the course. It can often be shared witli other classes 
or rented from a film council. 
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(4) Screen (cost approximately $50,00). A screen is 
essential. The type attached to the wall by a bracket 
is most convenient since it is out of the way. 

(5) Videotape camera, recorder and monitor (cost approx- 
imately $2,000.00} . Optional. This piece of equipment 
is not absolutely necessary but is very useful in 
providing students with instaiit feedback in role- 
playing situations, public speaking and general group 
dyr.amics. Arrangements can often be made to borrow or 
rent this equipment as needed. 

(6) T urntable for records (cost approximately $35.00). 

(7) Ot her equipment 

(a) Two flip charts (cost approximately $40.00). 

(b) Cash register (rental approximately $25.00/month) . 
It is needed for one month only. 

(c) Adding machine (cost $125.00). The adding machine 
is needed throughout the course. It can be either 
purchased or rented. 

(d) Typewriters (optional). It may be useful for the 
students to learn to type. In some cases, the 
students have used their noon hours and spare 
time before and after class for this. A few 
typewriters can be rented for this purpose. A 
schedule should be posted outlining the hour 
al?vOted each student desiring to learn to type. 



Films» projectuals, books, supplies 

The following pages list the films, projectuals, books and 
supplies used throughout the course. 

(1) Projectuals The overhead transparencies can be 
purchased from Saskatchewan Newstart Inc., Box 1565, 
Prince Albert, SJaskatchewan. 

(2) Films and filmstrips The films listed can be rented 
from the source indicated or from a number of other 
film distributors. Considerable prior planning is 
required to have the films reach you at the desired 
time. 
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[3] l i'^'ii^^ h< H^>ks llic instructor should have a reference 
liIuMiy uhTdi v%ill permit him to do supplementary 
reading or to refer students uho are interested in 
fuitlvr stud}'. 

All the hooks listed need not be purchased. However 
a nunibor of Ix^oks within each subject area should be 
[Mirchascd, Tlie several series from the Small Business 
AdJTiiiii strat ion should all be purchased. They are 
inexpensive and jirovide much information on small 
iiusmess. 

The series whicli should be purcliased arer^ 

- Miiiagei]K.^nt Aid for Small Manufacturers 

- Sm;ill Marketers Aids 

- Sm^ill Business Research Series 

- Sm;ill Business Miinagemeiit Series 

- The Starting anci Managing Series 

These stories can he obtained by ordering from 

SuiK:rintendent of Documents, 
U.S. Government Printing Office, 
Washington 25, II. C. 



(4) Suppl ies Most of the supplies required ai^; readily 
avaii^:»lc from a stationary^ store. It is suggested 
the instructor check a number of lessons ahead to 
assure him:;eJf that he has all the supplies required. 

(5) Approxim^ite lesson time The schedule of estimated 
lesson time is provided for a guide. Lessons may 
vary a great deal from the time indicated. 
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LIST OF OVERHEAD PROJECTUALS 



CODE LESSON 

MP2 Inti^duction to the Course 

MP3 TTie Organization 

MP4 What Is Management? 

MPS IVhat Is Sinall Business? 
BCl The Cojmmmication Process 

FAB6 Recording Revenues 5 Expenses 

FAB9 Elementary Profit ^ Loss 

Statement 

FABIO Elementary Balance Sheet 

PFl Introduction to Family Money 

Management 

PF2 Family Budgeting: 

BC3 Writing Business Letters § 

Reports 

ERJC xxxii 



PROJECTUAL 

1. The Hierarchy of Human Needs 

2. Deficiencies, Needs ^ Desires 

1. IVhat Is An Organization? 

2. Contributions To ^ From Business 

1. The Many Hats Worn By the Owner- 

Manager 

2. The Functions of Management 
1. Small or Big Business 

1. Comrmmication Process 

2. Types of Communication 

3. l^thods of Connrunication 

4. Reasons For Failure in Communi- 

cations 



1. 


The Sales Slip 




2. 


The Pay Out Voucher 




1, 


Profit 5 Loss Statement 


(no 




overlay) 




2. 


Profit 5 Loss Statement 


(stacks 




$ bills) 




3. 


Profit 5 Loss Statement 


(3 




overlays) 




4. 


Standard Form of Profit 


5 Loss 




Statement 





1* What A Balance Sheet Means 
2. The Balance Sheet 



1^ Ifeep Your Hands Out of The 
Pockets of Your Business 

2. A Need For Family Money Manage- 
ment 

1. Outline of a Family Budget 

2. What Is a Family Budget 

1. Kinds of Written CommLirication 

2. Parts of a Business Letter 

3. Parts of a Written Report 



CODE LESSON 
BC4 Speaking in Business 

MKTl Introduction to Marketing 

MKT2 What Is 3 Market? 

MKTS Sizing a Market Opportunity 
BL3 Proprietorships 5 Partnerships 

BL4 Limited Conpanies 5 Co- 
operatives 

PM2 What Is Personnel Manageinent? 

PM3 Different Types of Leaders 

PM5 Establishing the Need For 

New Employees 



PM9 


Training Personnel 


MKTS 


Middlemen 


MKT6 


Purchasing 


FAB13 


Bookkeeping Reviewed 


MKT7 


Stockkeeping 


PR0D7 


Production Costs 


MKT9 


Promoting Your Business 


MKTIO 


Advertising 



PROJECTUAL 



1. Stage Fright 

2. Practice, Practice, Practice 

3. More Than Words 

4. Speak Up, It Will Be Easier 

Next Time 

5. You Can Speak 

6. Some Speaking Don'ts 

7. Nervous Speech Habits 

1. Definition of Marketing 

2. Fish Marketing 

3. The Marketing Jobs 

1. What Is a Market? 

1. Steps In Sizing Up a Market 

1. The Proprietorship 

2. Tlie Partnership 

1. Tlie Limited Con^any (Corporation) 

2. The Co-Operative 

1. Enployer or Enployee 

1. What Kind of Boss Are You? 

2. Different Types of Bosses 



1. We Need MDre En5)loyees 

1. Introduction to the Job 

2. Three Questions On Training 

3. Steps In Training 

L Channels of Distribution 

1. TTie Buying Jobs 

1. Bookkeeping Reviewed 

1. The Stocking Jobs 

1. Co-ordinate Graph 
1. Forms of Promotion 
1 . When Making An Ad. . . 
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COTE 



LESSON 



M1CT12 Merchandise Layout 5 Display 

FAB15 Should You Sell on Credit? 

FAB16 Recording Credit Sales 

FAB21 Banking 

FAB23 Inventory 

PF4 Consumer Credit 

PF5 Calculating Interest 

PMll Coinmunicating With Einployees 

PM12 Be A Good Listener 

PM14 The Grapevine 

PM15 Disciplining Your Employees 

PM16 Different Pay Plans 

FAB29 Depreciation 



PF6 Personal Insurance 



1. Store Layout fi Display 

1. Miere Have tJie Cu?i:tomers Gone? 

1. 'ihv Sales Slip 

1. Tlie Deposit Slip 
2 . The Qieque 

3. Bank Reconciliation Statement 

1. Cost of Goods Sold 

2. Inventory Sheet 

1 . Buy Now - Pay Liter 

1. Simi^le Interest Formula 

1. T\vo Way Communication 

2. Steps in Giving Orders to Workers 

3. Objectives of Communications 

1. Are You Listening? Wliy Not? 

2. lliese Things Cause Poor Listening 

3. Good Listening Is Good Selling 

1. Ivliat Is the Grapevine? 

1. How To Discipline Your Employees 

1 . Types of Pay Plans 

1. Straight Line Depreciation 

2. Cons cant Percentage Depreciation 

3. Comparison Between Straight Line 

S Constant Percentage Depreci- 
ation 

4. Percentage of New Value Depreci- 

ation 

1. Types of Personal § Financial 
Loss 
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LIST OF CASES 



CODE 



LESSON 



CASES 



MP4 What. Is Manageinent? 

PMl Why People Work 

BCl The Communication Process 

BC2 Communicating in Business 



MP6 S\iccess ^ Failure in Business 

FAB3 What Is a Business Worth? 

FAB5 Recording Business Trans- 
actions 

FAB6 Recording Revenues ^ Expenses 

FAB7 Taking the Trial Balance 

PFl Introduction To Family Money 

Manage\T)ent 

PF3 The Inportance of Saying 

MKTZ What Is a Market? 

MKT3 Sizing Up a Market Opportunity 

BL2 Introduction to Different 

Forms of Businesc- Organi- 
zation 

PRDD2 What Product Should You Produce 

PRDD3 Plant Location 

PR0D4 Plant Uyout § Work Siiq^lifi- 
cation 

PMZ What Is Personnel Management 



Many Irons In the Fire 

Money Isn't Everything 

Where Are hiy Parts? 

Getting the Business Going - 

Communications 
Dickson's Outfitting Camp 

Lee's Service Station 

Bill Duran Buys A Store 

Bill Duran Gets A Loan 

Bill Duran Opens For Business 

Bill Duran Checks His Books 

Robbing the Business 

Mr. X's Family Budget 

White's Hardware 
Paul's Problem 

Locating a Store 

Organizing a Business 

What Can Be Done? 

Where Shall We Locate? 

Where Does the Equipment 
Go? 

Joe Hires A Helper 
Disorganized § Going No^Aere 
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CODH li^SSON CASIi 

PNC Different T>'pcs of Leaders 1, Different Tv-pes of Bosses 

2 . Tvs^o Ways To Sec Workers 

I^N5 Lstablishing the Need for New 1, Bill Kelp Needs Help 
l:niplo>'ces 

PM6 'ITie Search for New Employees I. Hiring the Right M-tn 

PM7 Interviewing Job i\pplicants 1. Selecting the Best Man for the 

Job (Part I ^ Tl) 

Fi\B13 Bookkeeping Reviewed 1. Jacob Stone 

MKT7 Stockkeeping 1. Checking Merchandise 

1*/\B14 Recording Your I\irchases 1. Accounts Payable 

PRODS Obtaining Ntiintaining Lquip- 1. Buying Lquipment 
inent 

PRODO Quality Control 1. How Can Quality Be Improved 

PR0D7 Production Costs 1. ivliat Does It Cost To Make 

PRODS Break-liven i\nalysis 1. Break-I:ven Production 

MKTS Setting Prices 1. Louis' Rifle 

MKTIO /Vlvertising 1. Advertising Decisions 

MKT12 Merchandise Layout 5 Display 1. Bill's Two Layouts 

FAB15 Should You Sell on Credit? 1. The Case of Mrs, Lowe 

2. John Smith's Credit Decisions 

FAB16 Recording Credit Sales 1. Credit Sales 

FAB17 Recording Cash Receipts 1. Bill Duran's Cash Receipts 

FAB19 Recording Cash Payinents 1. Bill Duran's Cash Payments 

FAB20 Handlirig ^ Recording Cash 1. How Do I Keep Track of My Cash 

FAB25 Financial Statements 1. Blair's Store 

PF4 Consumer Credit 1. Mr. X's Family Budget - Part 2 
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CODE LESSON 

PMIO living Workers Responsibility 
^ Measuring Their Perfor- 
mance 

FAB30 Year -End Adjustinents 

FAB31 Preparing Financial Stateirents 

FAB38 Working Capital 

FAB40 The Cash Budget 

FAB41 Tlie Operating Budget 

FAB42 Projected Financial Statements 

PF6 Personal Insurance 

PF7 Your Will and Estate 



CASE 



I . A One Nfeui Show 

1. Year-End Adjustments 

1 . Mic Mac Market 

1. JM. Johnson 

1 . Preparing A Cash Budget 

1. Masterman's C^erating Budget 

1. John Small I and II 

1. Miller* s Misfortunes 

1. December Disaster 
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LIST OF EXERCISES 



LESSON 

What Is Bookkeeping, Ac- 
counting 5 Financial Man- 
agemient? 

Filing 

Elementary Profit 5 Loss 
Statement 

Elementary Balance Sheet 
Salesmanship 



Recording Cash Receipts 

Sales Tax 

Banking 

The General Statement 
Inventory 

Adjustments for Inventory 



Giving Workers Responsibility 1. 
5 Measuring Their Performance 



Payroll Deductions 
Recording the Payroll 
The Synoptic Journal 
Depreciation 
Year-pjid Reporting 
Personal Income Tax 



EXERCISE 



1. Management Sales 



1, The Filing Exercise 



1, Steve's Outfitting 

1, Jolrn LaPointe's Troubles 



1, Rating Qualities Needed in 
Selling 

1, Payments on Account 

1, Taxable/Non- taxable Sales 

1, Recording Deposits 

2 • Recording Cheques 

3, Bank Reconciliation Statement 

1, Business Transactions 

1, Calculating the Cost Value of 

Inventory 

2, Inventory Quantity ^ Price Lis 

1, Holmes' General Store 
Too Many Jobs To Do 

1, McNichol's Store 

1, The Payroll Register 

1, The Synoptic Journal 

1. Depreciation Problems 

1. Jonathan Smitli 

1. Personal Income Tax 
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CODE 



LESSON 



EXERCISE 



FAB34 
FAB36 

FAB37 
FAB38 
PRODIO 



Business Income Tax 

Analyzing the Profit 5 Loss 
Statement 

Analyzing the Balance Sheet 

Working Capital 

Is Production Management Nec- 
essary? 



1. Business Income Tax 
1. Mic Mac Market 

1. Mic Mac Market 

1. Mic Mac Market 

1. Checklist of Production Man- 
agentent Tasks, Jobs 5 De- 
cisions 
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LIST OF RESOURCE PERSONS 5 FIELD TRIPS 



CODE 



LESSON 



Rl'SOURCE PERSON/TRIP 



PF2 
BC4 

MKT3 
?M8 

OPS 



Family Budgeting: 
Speal;ing in Business 



Resource person from bank (optional) 

Resource person from Toastmaster's 
Club or competent public speaker 



MKTS 
BL7 

Micrii 

MKT12 
PF4 

PM17 

MKT13 

PRDD9 



Sizing Up a Market Opportunity Tour small retail business 



Selecting tlie Best Man For 
the Job 



IXipli eating 



Middlemen 

Special Contracts: The Sale 
of Goods 

Salesmanship 

M^rchardise Layout 5 Display 
Consumer Credit 

Labour Legislation 

7\nalyzing Your Market 



Planning 5 Scheduling Pro- 
duction 



Resource person on interviewing - 
scliool administrator, businessman, 
Canada Manpower counsellor 

Visit an office to use Spirit ^ 

Stencil Duplicator 
Resource person to demonstrate 

machines 

Tour wholesale outlet 

Resource person - lawyer or person 
knowledgeable on contracts 

Resource person - owner manager of 
small retail business 

Tour of local retail business 

Resource person - discuss consumei 
credit 5 savings 

Resource person - Department of 
Labour (optional) 

Resource person - experienced in sales 
forecasting, market survey 5 an- 
alysis 

Tour of local producation operation 



erJc 



xl 



LESSON 



RESOURCE PERSON/TRIP 



Special Contracts: Business In- 
surance 

Ownership 5 Transfer of Real 
Estate 

Mortgages 

Your Will § Estate 

The Indian Act 



Resource person - insurance agent 
or other person knowledgeable 
in the insurance field 

Resource person - discuss land 
registration (optional) 

Tout - Land Titles office 

Resource person - relate ex- 
periences on estates, point out 
features of wills, etc. 

Resource person - Department of 
Indian Affairs 
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AJJDITIONAL LIST OF FILMS - NOT PART OF LESSONS 



TITLE 


TIME 


RFM'AL 
COST 


SOURCE 


Accounting: Basic Procedures 


11 min. 


1.25 


University of Alberta 


Business Accounting 


5 film- 
strips 


1.50 


Western Co-operative 
College 


Gross Margin Control 


20 min. 


3.00 


Western Co-operative 
College 


Are You Listening? 


12 min. 


Free 


National Film Board 


Effective Listening 


17 min. 


2.00 


University of Alberta 


Eight Parts of a Business Letter 


12 min. 


1.25 


University of Alberta 


Fundamentals of Public Speaking 


7 min. 


2.00 


Canadian Film Institute 


Rumour 


7 min. 


3.00 


University of Saskatchewan 


Writing Better Business Letters 


10 min. 


1.25 


University of Alberta 


Poor Pay More 


60 min. 


6.00 


University of Alberta 


Using Money Wisely 


18 min. 


3.00 


Western Co-operative 
College 


Using Your Money 


6 film- 
strips 


1.50 


Westerii Co-operative 
College 


Wise Buying' 


10 min. 


1.25 


University of Alberta 


lULii luuiicy lua L LCI o 
> 


f i Im- 
Strip 


r I cc 


A^cnr"! iit"! nn — ^t'f^T' 1 t no' 

/V^^UL. J.aL J.U11 O LCI i.J>llX 

Films 


How to Conduct a Meetin^^ 


12 min. 


3.70 


University of Alberta 


Parliamentary Procedure 


21 min. 


Free 


National Film Board 


How to Keep a Job 


10 min. 


1.25 


University of Alberta 


Discipline: Giving Orders 


15 min. 


1.75 


University of Alberta 


Every Minute Counts (absenteeism) 


10 min. 


1.25 


University of Alberta 


The Making of a Decision 


32 min. 


4.50 


University of Alberta 
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TITLE 



Additional List of Films - not part of lessons fcont.) 

TIME 



RENTAL 
COST SOURCE 



Maintaining Quality Standard 

Office Courtesy and Meeting 
the Public 

Office Etiquette 

Placing the Right Man on the Job 

To Market to Market 
(Place of Wholesales) 

A Manner of Speaking 
(Telephone courtesy) 



10 min. 1.25 University of Alberta 

12 min. 1.25 University of Alberta 

16 min. 2.25 University o£ Alberta 

13 min. 1.25 University of Alberta 

11 min. 1.25 University of Alberta 

28 min. 1.25 University of Alberta 
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ADDRESSES FOR PUBLISHERS 
a^l/VLL BUSINESS MANAGEMENT COURSE REFERENCES 



Adult Education Association 
810 - 18 Street N.W. 
WASHINGTON, D.C. 

Addison-Wesley (Canada) Ltd. 
36 Prince Andrew Place 
P.O. Box 580 
DON MILLS, Ontario 

Allyn and Bacon 
In Canada: 

MacMillian Co. of Canada Ltd. 
70 Bond Street 
TORONTO, Ontario 

Canadian Institute Chartered 

Accountants 
69 Bloor Street East 
TORONTO 5, Ontario 

Qiarles E. Merrill 
125 Norfinch Drive 
DOWNSVIEW, Ontario 

Crowell Collier ^ MacMillian 
539 Collier-MacMillian Drive 
GALT, Ontario 

Cuna International Inc. 
MADISON 

Wisconsin 53701 

Dartnell Corporation 
4660 Ravenswood 
anCAGO, Illinois 60640 

Dept. Indian Mfairs 5 
Northern Development 
Centennial Towers 
OTTAWA, Ontario 

Harcourt Brace 5 World 

757 - Ihird Avenue 

NEW YORK, New York 10017 



Harper and Row 
In Canada: 

Fitzhenry § Whiteside Ltd. 
150 Lesmill Road 
DON MILLS, Ontario 

Howard Business Review 
Should Be: 

Harvard Business Review 
Subscription Service Dept. 
108 - 10 Street 
DESM3INES, Iowa 50305 

Irwin, Richard D, 

OR 

Irwin Dorsey Ltd. 
In Canada: 

General Publishing Co. Ltd. 
30 Lesmill Road 
DON MILLS, Ontario 

Information Canada 
Mall Centre 
393 Portage Avenue 
WINNIPEG, Manitoba 

MacMillian Co, of Canada Ltd. 
70 Bond Street 
TORONTO 2, Ontario 

NfcGraw-Hill Ryerson t%d. 
330 Progress Avenue 
SCARBOROUai, Ontario 

Prentice Hall of Canada Ltd. 
1870 Birchmomt Road 
SCARBOROUGH, Ontario 

Queen's Printer 

OTTAWA 

Ontario 



Sir Isaac Pitman (Canada) Ltd. 
383 Church Street 
TORONTO 2, Ontario 

Small Business Administration 

Publications 
Superintendent Documents 
Govemnent Printing Office 
WASHINGTON, D.C. 20402 

South Western Publishing Co. 
Distributors : 
W.J. Gage Ltd. 
1500 Birchmount Road 
SCARBOROUGH, Ontario 

University of Texas 
Instructional Materials Service 
Division of Extension 
AUSTIN, Texas 78712 

University of Minnesota 
MINNEAPOLIS 
Minnesota 55455 

Wiley, John 5 Sons Canada Ltd. 
22 Worcester Road 
REXDALE, Ontario 
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LIST OF SUPPLIES 



CODE 



LESSON 



ARTICLE 



MPl 



Introduction to Course 



MP6 



FAB4 



0P2 

FAB6 
FAB8 

FAB12 

PF3 

BC3 

BC4 
PRODI 



PM6 
PM8 



Success 5 Failure in Business 
Starting the Bookkeeping System 

Filing 

Recording Revenues 5 E?q3enses 
Preparing the Work Sheet 



Sources of Funds for Starting 
thd Easiness 

The Iinportance of Saving 



Name tags 

List of student names 5 addresses 
Pencils 5 paper 
Binders 
Course index 

Booklet, "Failure Record Tlirough 
1971" or most recent year (Dun 
^ Bradstreet 

3-column Journal sheets (purchase 
supply for future lessons) 

Ledger sheets (purchase supply 
for future lessons) 

File folders 
File cabinet 
Documents to be filed 

Sales books (2 per student) 

Work Slieet paper (purchase supply 
for future lessons) 

Information on loans 5 grants 
(addresses in lesson) 

Various pan^^hlets on savings ac- 
counts 

Booklet on Canada Savings Bonds 



Writing Business Letters ^ 
Reports 

Speaking in Business 

Introduction to Production 



Envelopes 
Writing paper 

• Recorder with telephone hook up 

1,000 cardboard squares or 35 ram 

slide frames 
1 roll masking tape 
6 staplers 
6 scissors 
Staples 

Hie Search for New Enployees ''Help Wanted'* section newspaper 
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Selecting the Best Man for 
the Job 

Ix 



Variety en5)loyment appli9ation 
forms 



CODE 



LESSON 



ARTICLE 



0P4 



OPS 



BL7 



MKT6 

1^14 
^^R0D8 
MKTS 
MKT9 



MKTIO 
MKT12 
FAB17 



FAB20 

FAB21 
FAB23 



Office Machines 



Duplicating 



Special Contracts: Ilie Sale 
of Goods 



Purchasing 

Recording Your Purchases 
Break -Even Analysis 
Setting Ibices 
Promoting Your Business 



Advertising 

Merchandise Layout § Display 
Recording Cash Receipts 



Handling § Receiving Cash 

Banking 
Inventory 



Adding macliinc 
Cash register 
IN'pewriter (optional) 

Spirit Duplicator 

Stencil Duplicator optional 

Photo -Copier 

Legislation on: 
Conditional Sale Act 
Bulk Sale Act 
Bill of Sale Act 
Giattcl ^brtgagc Act 

Blank purchase order (1 per 
student) 

Multi-column Journal paper 

(^raph paper 

Profit calculator 

Tape recording of radio ads 
Sales promotional literature 
Coupons 

Copies popular magazines 
Copies daily/weekly newspaper 

Sample ads 

Pictures/slides of store inter ion- 
Application for vendor's licence 
Provincial Tax fables 
Quarterly Return of Sales fi 'X'jx 

Collection forms 
Booklet, 'Tlducation ^ Health T:lx 

Act'* (1 per student) 

TVssorted coin 5 currency ($10.00 

per student) 
Cash sheets 

Deposit slips 
Cheques 

Inventory sheets 
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CODli ii;ssoN 

VMMS I-inancial Statements 

PI'4 Consumer Credit 

Calculatinji interest 

VMUb Payroll Deductions 

PM17 Labour Legislation 

Iv\I^29 Depreciation 

FAB52 Year-l:nd Reporting 

FAB55 Personal Income Tax 

BL8 Special Contracts: Business 
Insurance 

BLIO leases 

BLll Mortgages 

FAB43 Financing the Business 

PF7 Your Will 5 Estate 



^\RTICLli 



CVerhead clear plastic roll 

Application forms material on 

lo:in plans 
Sample sales contracts 

Pajiiphlet, ''Mm aging Your Money'' 
(1 per student) 

Pa>T"oll sheets 

Social Insurance Number application 
Canadian Pension Plan 5 Ihemploy- 

ment Insurance Tables 
Income Tax Deductions At Source 

Tables 192 ^ 192A 
l:mployce's Tnx Deduction Return 

Booklets summarizing labour legis* 
lation for the provinces 

Cimadian Master Tax Guide 

Workmen's Compensation Board Em-. 

ployer's Payroll Statement 
Employer's Canadian Pension Plan 

Guide 

Employer's Unemployment Insurance 
Guide 

Return of Remuneration Paid 
Statement of Remuneration Paid 

Individual Income Tax Return 

Sample insurance contracts 



Copies of leases 

Copies of mortgages 

Information on long ^ short term 
business financing 

Copies of wills for Treaty Indians 
(1 per scudent) 
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5. CONDUCTING Tlfl: COURSL 



The instructor will need to use all his imaginative powers to 
develop niethods wiiich are suited to the needs of the students' over- 
all development in self-confidence, judgment, decision -making and 
problem-solving abilities. Preparing a student who is able to 
continue learning and solving problems after the completion of the 
course is more important than filling a student with pat answers. 



It is inportant that the instructor have a good grounding in 
group dynamics to give him the necessairy skills in working with his 
group of students. 



The following notes can help the instructor develop an instruc- 
tional strategy' wiiich can guide him in providing the students with 
training uhich will prepare them for life. 



a. The instructor will keep in mind that his function is to 
help students learn. He is to act as a coach or helper 
• rather than a supplier of facts. 



b. Tlie learning atmosphere should be such that students are 
encouraged to develop a searching, inquiring and questioii- 
ing mind. Ihey should be stimulated to discover as much 
new knowledge as possible. 



c. The learning ::tmosphere in the group should be such that 
the students not only feel free to express their feeling 
and opinions but should be urged to do so even if they are 
critical. If these are held back, learning may be hampered. 



d. The instructor should help students develop a realistic 
positive mental attitude. They should realize that they 
will face many difficulties in business but that with a 
positive outlook, they will be able to deal more effectively 
with the difficulties. 
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. A negative attitude tends to prevent a person from attempt- 
ing to solve his own problems. The instructor's own positive 
attitude to his work will have an impact on the students. 
For instance an instructor who greets his students in the 
morning in a grouchy mood will have difficulty impressing 
his students with the importance of a good attitude. Or, if 
the instructor lets himself be visibly frustrated by the 
students, the living example may speak louder than words. 
The instructor will need to practise the problem-solving 
skill he wishes his students to acquire. 



Some students have reacted very well to motivational 
material such as Earl Nightengale's record album ''Lead the 
Field - Itow to Win With People". It can be obtained through 
your record shop or Nightengale-Conant Corporation, 
533 North Micliigan Avenue, Chicago, Illinois. One side of 
a record can be played each morning and then discussed a 
few minutes. 



Some students have also found very helpful books such as 
Dr. Maltz's "Psycho -cybernetics", Fawcett World or Normaii 
Vincent Peale's ''The Power of Positive Thinking" (Pocket 
Books Inc.). Other students do not go for this type of 
material . 



Tlie classroom should have a relaxed and jovial atmosphere. 
Informality between instructor and students helps if the 
informality actually fosters learning and does not hinder 
it through excessive loss of time. 



A relaxed class climate does not mean that there will be no 
stress on the students. Stress and risk-taking are 
necessary training conponents for a group of future business- 
men. The business projects, public speaking, iDle-playing, 
etc. are ways to have students experience stress and risk- 
taking, starting gradually and intensifying as the circum- 
stances pemit. Excessive stress, however, could lead to 
fnistration and demoralization. 
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h. Qiie of the most inportant suggestions for the instructor is 
tliat the course be conducted on a practical basis. Tliis 
can be done quite easily by having the Lnstnxtor use the 
course materials and relate them to the students' or his 
OV.71 experience and show how the knowledge is used in a 
business situation. 



i. The instructor should spend some time Ln preparing his 

students to encounter the drag-down system when they return 
to their communities. This j)roblem, wliich is common to 
many small contniuiities (it is not unique to native commura- 
ties) is an attempt to keep everyone at ver>' much the same 
economic aJid social level. If one person atteirq^ts to 
improve himself or the community without involving the 
coimiunity in its owji development, he will find strong 
forces to have him conform to the habits and life style 
of the rest of the conmunity. 



It is easy for a person to become discouraged ;md to abandon 
all attempts at improvement. Students should be aware of 
the possibility of the drag down system at work in their 
ovn conmunities. 

A method of avoiding its effect is to involve some of the 
more influential people in the work of inqiroving the 
coirmunity and its services. A businessman who wants to be 
a success in a small conmunity must not only work for a 
successful business but he must have ccmnunity interest in 
mind and work with the comnunity to improve itself. 



j . The instructor should attenpt to have students do as many 
things themselves in the course of a lesson as it is 
possible. The students can do most of the flip chart 
work except when the instructor uses the flip chart to 
illustrate a point in a lecturette or exairple. The students 
enjoy operating equipment when it is convenient for them 
to do so. They can occasionally lead class discussion or 
small group discussion. They can act as facilitator in a 
group discussion to encourage participation, they can 6um 
uf) a lesson, thank a resource person who has come into the 
group. Students may with some help from the instructor 
be able to teach a lesson. 
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Tic students should learn to classify and file their lessons 
after tlicy are completed. A first step is to place the 
lessons chronologically in a three ring binder. UTien a 
nijmber of lessons have accumulated, the students con place 
them in an accropress binder in chronological order or use 
dividers to separate tlie lessons by subject areas. 

The instructor should not miss an c)p])Ortunity to involve 
students in doing. 



$ - 

k. The seating position the instnictor takes in a group can 
affect discussion. The instructor will soon leani the 
dynamics of his group. It is sometimes advisable for the 
instructor to change his position in the group (as much as 
class layout and use of equipment permit) to hiivc an effect 
on group discussion. 



6. ADAPTING TIE OOUKSE TO LOCAL NEEDS 



The instructor's manual can only be a guide to small business 
managonent training. Students* needs vary from group to group as well 
as froni locality to locality. The instructor will have to assess 
his stuvients' needs and provide the course utiich will meet these needs. 

Tbje students' expressed needs will vary as they develop and 
learn. Meeting their needs means adapting the course to, meet their 
career needs. If a group of students have a particular interest, it 
may mean adding lessons or deleting lessons or it may mean changing 
the enphasis of some lessons. 



The sequencing of the lesson, the suggested methodologies and 
the estimated time requirements for each lesson are only guides, and 
should be adapted as necessary. 



New legislation, new sources of funding or new programs are 
constantly being developed. The instructor will want to keep up to 
date with these new developments and update the course as they occur. 
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Hie course my be used for a specialized study of one subject 
area. Ntost of the subjects will lend themselves to specialized stud> . 
If this approach is used, it is suggested that the Management Process 
subject area lessons be used in conjunction with the special area 
chosen. A variety of needs can be wet by combining only those subject 
areas uiuch the students specially need: for inst;mce, for a grouj-j 
of students who wisli to prepare for band administration, the marketing, 
personal finajice and production lessons as well as some of the 
specialiicd lessons in Fin;ince, Accountijig, ^'tookkeeping could he 
deleted. Tlie sequencing in such cases caii be changed to ruit the 
needs. However, the Sequence of the lesson in the mruiagement process 
subject does not lend itself to change. Tlie course as it is prepared 
is intended to be general. If a more specialized tN-pe of training 
is required, the instructor should consider his training needs in 
adapting the course. The accaniting system may nec\J to be simplified 
to meet certain needs. 



7. nO: HVUUATION PRDQ-SS 



The instnactor must be aware of the importance of evaluation if 
the course is to reach its objective. 

a. On-Going Tvaluation 

This evaluation is made possible b>' feedback from the 
students ever)' day. Class attentiveness, regular attendance 
aiid class morale are aspects of this on-going evaluation. 



b. Periodic hvaluation 



In testing the course m»\terials, a periodic evaluation 
session was held with the students even- two weeks. Tuo 
days prior to the evaluation session students were given 
a mimeographed copy of a progess report vAich is reproduced 
on the following two pages. It was founci that students 
made a number of comments which they might otherwise hesitate 
to make. Tlie instructor %':ould use these reports to assess 
the general climate of the grou}! and plaJi certain remarks 
for the group without making reference to the progress 
report of the individual student (s) who made the comments. 
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Evaluation sessions v/hich encourage students co express 
their opinions and feeliJig lead to belter group morale and 
lower tension. 



The students should be given ample time in the evaluation 
session to express themselves. An evaluation session may 
tak*^ from one hour to three hours depending on the develop- 
ment of the group and the problems at hand. 



The evalu:tion may be led by the instixictor or by a super- 
visor or administrator. V^Tioever does lead the session 
should make the students feel at ease. T\\o evaluation 
session should be conducted according to good group d>Tiamic 
teciuiiqucs allowing free discussion of opinions and inviting 
ever)' one to participate. 



Ariong the topics for discussion, the group should consider 
course content, methodology, learning atmosphere, group 
morale, group prot)loms or personal problems which affect 
the group. The students should consider \Ntiether group 
participation is adequate and they should find ways of 
inproving the situation if necessary. 

Initially the instructor will find that the group will not 
know hoiv to evaluate the course. With the encouragement 
and support of the instructor, however^ they will learn to 
be more discerning and they will contribute to a better 
course . 



The instructor may find that the students say the course 
is meeting their need?, thenp for no apparent reason, they 
may be critical of certain aspects* This can be a good 
sign since it shows the development of the students. The 
instructor should not be too sensitive to the criticism. 
He should look at it as an indication of developing the 
students analytic skills as well as a means of improving 
the course. 



Students do change their minds on what is good or bad as 
the course progresses. While the evaluation session is 
useful in providing feedback and in developing the students, 
the instructor must remember that in the final analysis he 
is the instructor and he may have to ^xrlain why certain 
things are done in spite of student objections. 



Ixx 



Final Evaluation 



Every course conducted should furnish new ideas for the 
next courses. The final lesson in the course provides for 
an overall final evaluation. The students are in a better 
position to help evaluate the course. If they see that 
their evaluation wi]l be useful for other students, they 
will take a keen interest in tlie evaluation. 



ALMINISTRATIVE ASPECTS OF TlIE COURSE 



a. Student Recruitment and Selection 



(1) Recruitment 



The recruitment stage involves obtaining more prospec- 
tive students than will be required for the course. 
In order to do this, the sponsoring institution or 
agency will want to involve other agencies in the 
job of recruitment. The agencies that might provide 
assistance will vary from area to area but the 
following should be among those contacted: 

- native associations 

- friendship centres 

- Canada Manpower Centre 

- Departjnent of Indian Affairs and Northern Development 

- Department or Regional Economic Expansion , 

- Provincial funding agencies for native projects and 
programs 

- Provincial Departments of Education 

- other provincial departments which are involved in 
native programs 

- native newspapers. 



It is ijiportant that those people and agencies who are 
co-operating in the recruiting understand the t>'pe of 
training involved. These agencies should be given the 
general recruitment criteria vrfiich they will require 
to do the recruiting: age, education level desired, 
marriage status, etc. 
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(2) Selection 



The selection stage consists in choosing the potential* 
students from among the people recruited. A selection 
conmittee can be given this function. 

Each sponsoring agency or institution will want to 
establish its own selection criteria. The following 
points can help in establishing these criteria. 



(u') As a prerequisite, the student should have the 

equivalent of an adult grade 10 academic standing. 
He should also possess problem- solving skills, 
human -relations and communication skills which 
are adeqjjate for him to function in a responsible 
and appropriate fashion in solving his personal, 
family 9nd job problems. 



fb) He should be between the ages of 25 and 45, 
although this can vary witli circumstances. 



(c) As many married couples as possible, especially 
for those who plan to go into business for them- 
selves. The small business enterprise is so 
closely tied in with the family that the wife 
should understand what business is all about or 
she may be a hindrance rather than an asset to 
the success of the business. 



(d) Previous enployment experience. This is an indi- 
cation oi sonid stability. 



(e) Average intelligence or better. 



(f) Expressed desire to go into business or to obtain 
a job with the native association, band adminis- 
tration or other type of management position. 
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Cg) Free of serious personal problems such as alcohol- 
ism^ serious financial problems > etc. 



(3) Levi Time Required 

It is inportant for the sponsoring instnution or 
agency to plan its Small Business Nlanagemrnt course 
well in advance. The recruitment and selection phases 
require considerable time. The time required may vary 
from one month to as much as six months if the students 
do not have the necessary prerequisites. In maj^y areas, 
it is not possible to obtain sufficient numlber of 
students with the prerequisite grade 10 and the 
necessarj- level of personal problcm-solvuig skills. 
This means that the prerequisites must be given the 
students prior to the Small Business Management course* 
Depending on the needs of the students, this may take 
three or four months or more. 

Saskatchewan Newstart has developed courses in academic 
upgrading and in the development of the pro\hlem-solving 
skills wliich are well suited to providing the necessary 
prerequisites. The upgrading course is called LINC* 
and the course with the objective of developing human 
relations, problem- solving, group process and coimuni- 
cation skills is called LIFE SKILLS*. 

• F.ven if it is possible to have students who meet the 
. necessary requirements, it is still desirable to give 
the students a two-week course in group process. ' The 
Small Business Management course is based on the group 
process. A prior group experience unrelated to busi- 
ness management may facilitate learning in the Small 
Business Management course. 



*LINC (I^eaming Individualized Tor Canadi/uis) and 
Life Skills courses are available from Saskatchewan 
Newitart Inc., Box 1565, Piince Albert, Saskatchewan, 
S6/ 5T2. 
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(4) Final Selection 



Assuming students with the necessary prerequisites 
cannot be found, it will be necessary to select students 
to take the upgrading and life skills courses. These 
courres are conducted concurrently at one-half day each. 

Howevc*r, to provide for the necessary 15-20 students 
for the Small Business Management course, it will be 
necessary to select about l/Z more students for the 
upgrading and life skills coiirses. This allows for the 
normal drop-outs and for students who see new alterna- 
tives v^ich they prefer. This is not a loss of time 
or effort since giving the students alternatives is the 
iinportant objective of training. 

The final selection for the Small Business Management 
course must be made from the students \A\o have completed 
the necessary prerequisites. Students who are not 
selected for a current course can register their names 
for a future course* The final selection should con- 
sider such factors as student attendance, learning 
ability, attitude towards his future career, motivation, 
etc. 



Instructor Training 



The hiring of an ins'.iUCtor should take into consideration 
the candidate's academic training, his experience i:i busi- 
ness and his personal qualities and attitudes. 



(1) Academic Training 

Ideally the instructor should have some formal training 
in the business management field. A university >.gree 
in commerce or business administration is highly desir-- 
able. However, a person with less academic training 
may do very well provided he has the other requirements 
and has extensive experience in small business manage- 
ment. 
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(2) Related Experience 

The candidate's experience in TTmagement is an ijnportant 
factor in selecting an instructor. This management 
experience should be in the small business field, or 
there is a real danger that tl^e instructor conduct an 
academic-oriented course rather than the practical 
course needed by the students* 

Tlie experience should be general in nature. An account- 
ant, a marketing or personnel specialist may impart 
the point of view that their speciality is the most 
iirportant and may develop that a ;)ect to the detriment 
of the other areas of management. 



(5) Personal Qualities arid Attitudes 

Tlie instructor should have a genuine interest in work- 
ing with native adult students. He should be student- 
oriented and share the philosophy that the purpose of 
the course is to prepare individuals for business* 
He should be flexible, like working with groups and 
be able to adapt easily zo new situations yet be firm 
in keeping students on track* He should also possess 
good communication skills and strong leadership quali- 
ties. 



c. Training the Instructor 



Since the course relies heavily on the group process as a 
learning technique, it is inportant that the instructor be 
skilled in this field* It is highly desirable that the 
instructor follow an inten'iive course in group dynamics, 
human relations, and problam-solving techniques* Without 
this orientation, the instructor may find himself drifting 
back to traditional methods. 



The iujtructor should also have the opportunity to work for 
a few weeks with an experienced instructor. An cn che job 
experience with a group of students could prevent many 
pitfalls. It would also facilitate the learning of the 
course materials as well as mxvy administration aspects of 
the course. 
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The combined group process aiid on the job training could 
take from four to six weeks* 



Miscellaneous 



There are mmierous administrative duties v;hic]i are essential 
for a !>uccessful course. Seme of these are briefly reviewed. 

(1) S tudent Allowances 

Students will require living allowances while on course> 
These will have to^bq arranged well in advance of plan- 
ning a course., 



(2) L iving Accommodation 

Adequate living accammodation can provide some diffi- 
culties especially when the whole fainily miist be relo- 
cated. In larger urban centers, the problem may not 
be as severe but student:; will us^jialiy require some 
assistance if it is their first experience with urban 
living. A list of satisfactory accommodations may 
help new students. 



(3) S cheduling Courses 

Careful scheduling is required in order to make the 
best use of staff and to accommodate' students, 'Hie 
problem of lead time required by students who are not 
ready for c'he course must be considered in plannLig. 
Fi lms must also be ordered well in advance to assure 
arrival when needed. 



(4) C ounselling 

No course can be conducted without some problems. 
Students will occasionally need counselling services. 
T^iese services should follow the general rationale of 
the course. 
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T\Toical problems *-.hat must be dealt with are problems 
associated with the fajiiily, finances, housing, baby- 
sittijig when both husband and wife are students, etc. 
Attendance is usually very high and will run 85-90°o 
or better. 

Somo students have a low frustration level and become 
discouraged and demoralized. Tlie instructor must be 
aware of this and help these students. 



fS) Cost Associated with Conducting the Course 

-The cost of conducting the course can be divided into 
. "two categories: 

(a) Non-Recurring Costs (approximate) - \ 



Essential 



Optional 



Cassette Recorder 

Overhead Projector 

Slide and Filmstrip Projector 

Turntable 

16 irm Nbvie Projector 
Adding Machine 
Screen 

2 flip Charts 

Videotape Recorder and Monitor 



$100 
140 



130* 
3S* 



650 
125 
50 
40 



1,105 



2,000 
2,170 



Reference Library 
Ovorhead Projectuals 
Instructor's Manual 



350 
250 
30 



^Because of their limited use, 
borrowed or rented. 



these should be 
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(b) Recurring Costs with Each Cours e (approximate) 

- Kit of student materials $/>75 

- Film rental 250 

- Supplies 225 

- Student I:xi:)enses (tours, projects, etc.) -*^^^0 

In addition to these recurring costs, there is 
tlic cost of occupancy, instructor's salary and 
other overhead items. 



(6) Ful low-Up and Post Course Counselling • 

The students will require follow-up counselling and 
consulting services of some type which will lielp them 
realize their objectives, tliough the exact nature of 
these services still requires considerable work. 

Tlie job may be undertaken by the funding agency for 
those starting up their own businesses. The tyi^e of 
services they offer should be in line with tlie train- 
ing the .students have received. For those not starting 
their own businesses, some other approadi is needet? 
v^^ich will help the students over hurdles. 

The course should not be considered the end but the 
beginning of A life career i.i which the students will 
continue learning and developing so they and their 
people can grow culturally and economically. 



(7) Graduation Ceremony 

The instructor should plan with the students a gradua- 
tion ceremony for the last day of the course. An 
appropriate certificate siiould be presented. Invita- 
tions should be extended to friends, relatives, school 
authorities, dignitaries from the local and native 
communities. 

Students can plan talks, a guest :>peaker, refreshments, 
etc. The day should be one to be remembered. 
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SUBJECT 



MANAGBl'Xn^ I^ROCESS 



LESSON MPl INTTRODUCriON TO TlIE COURSE 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Because this is the first session with the students it is import- 
ant that it be as infernal as possible. To some extent, this first 
lesson will set the stage for tlie whole course. The instructors should 
attempt to involve the, students in discussion and to encourage dis- 
cussion to originate from the student themselves. Itowever, instructors 
should realize it will take weeks before students will beliave as a 
••GRQUF*. 



OBJECTIVES 

1. To introduce the training staff and the students to each other. 

2. To provide an overview of the course. 



RESOURCES REQUIRED 

1. Name tags 

2. Sheetr- with list of names and hom COTirurities of participants and 
staff 

3. Pencils and paper 

4. Binders for lessons 

5. Course index 

6. Coffee prepared to bring into room (or already in ix)om) 

7. Slide story and tape, "The Patuanak Story" 

8. Room pre-arranged with tables or desks and chairs in a circular 
setting. 



MPl 



OBJECTIVE 1: TO INTRODUCE TRAINING STAFF AND STUDENTS TO liAQI 0TH1:R. 



MET HODOLOGY 

1. All staff (including administrative head) participate. Students 
and staff are seated. Staff niembers do not sit together. 

2. One instructor passes out nanie lists (with community of origin), 
pencils and blajik name tags and asks each student and staff member 
to print his (her) najrie on the card and attach it to the right 
coat pocket . 

3. Admirtistrative head, instructors, and students introduce themselves. 
At the- same time the group can refer to the name list to see hov^' ^ 
the flame is spelt and from vtiere they originated. 

4. Administative head: 

a. Ikplains his role in the course. ' 

b. Explains jobs of staff members or asks them to do this them- 
selves 

c. Asks for questions or discussion. 

5. Bring coffee into the room. Ask the students to break up and visit 
around. Staff should also circulate and talk to the students. 



Indicator 

6. Instructors' evaluation of the reaction of students. If the stu- 
dents are hesitant to participate, proceed very slowly. Help the 
students to feel at ease. 



OBJECTIVE 2: TO PROVIDE AN OVERVIEW OF THE COURSE. 



1. Instructors ask the students to reassemble. 

2. Pass out Readings (adJiinistrative head acts as facilitator fo/' the 
students). He explains sections of the Readings or assigns 
sections to the instructors for explanation. Pause for discussion 
or questions where appropriate. Be as flexible and informal as 
possible. 



3. Read Purpose and Introduction of the Readings. Discuss. 
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Hic purix)sc of this lesson is to introduce you to tlie Snail 
Business Managenx?nt course. 

LVrR()i)UCTK)\ 

Tod'iy you are starting a course in Sinali' 'Business Management. 
In tills first lesson we will discuss the coarse as a wHle so tlut 
you will liave a general idea of wiiat it involves. 

Some of tlie topics we will discuss in tliis lesson are: 

K llie reasons why the course is offered. 

2. Ilic objectives of the course. 

3. llie subject areas covered in the course. 

4. , Tlie aids used in teaching the course. 

5. Your exix^Ctations of the course. 
(>. IXjr expectations of you. 

As tliis cpiirse is primarily for native, people, some special 
opiK)rtunities aiid problems tliat native people may have in getting 
into business will be discussed from time- to time throughout the 
course. 



4. Try to have the students analyze the business life of their home 
conmunities. Ask: 

a. Wliat kinds of businesses do you liave in your liome comrajnities 
(reserves, settlements, etc.)? List on the flip chart. 

b ibw many of these busLnesses are run by native people? 

c. Wily are so many businesses run by non-native people? Do 
native peo;.le have the money to start a business? Do they 
have the skills? The experience? 

5. Go over Section 1 of the Readings witli the group. Discuss, as 
necessary . 



CONTEm 

1. Wliy the Sinai 1 Business Management Course Is Offer ed 

Why have more native people not started and managed their 
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ovsTi businesses? Wo believe there are a number of reasons: 

a. Native jx^ople liave not liad cu\ opportuJiily to get a good 
education. 

b. Hiey did not Iiavc the money required to get a business 
started. 

c. lliey did not liave the knoKledj;e :u\d skills needed to run 
a business. i 

I 

Since tliere are many schools today, it is now iK)ssible ' 
for native people to get a good general ediK:ation. I;or ex- 
airq^le, there are generally funds available to pay the cost^s 
of liigli sciiool and university education for Indian and Mc s 
people. 

fliere are loans available for native jK^ople to start 
businesses of their own so this finajicial need is being sat- 
isfied. We will discuss the sources of loans later in the 
course. 

Uliat about the tiurd need (business knowledge and 
skills)? Nfoney tind education are not enough to ensure suc- 
cess in business. To be successful a businessman needs train- 
ing in all areas of business management. 

niis need, we hope, will be filled by tlie Small Business 
Management course. Tliis course is offered to you as a means 
of improving your knowledge of business and your skills in 
making business decisions. 



6. Go over Section 2 of the Readings. 



2. Wliat 


Are the Objectives of the Course? 




Tl^e Small Business Management course is designed to pro- 


v^de you with tlie business tools and management skills nec- 


essary Tor aiiy of the following: 


a. 


To start and operate c business of your own 


b. 


To manage a business tor soniebody else 


c. 


To prepare you for working for some business, government 




agency, or r^tive association 


d. 


To help you manage your b./^iness more efficiently, if 




you already own a business. 

. . i 
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niscuss Section 5. Iry to relate each subject area to the students' 
previous knowledge. 

son:- As this is an information-giving exercise, it could be done 
by the lecture metiiod. As an alternative, the instructor 
could go over tlie Reidings with the f^roup, pausing for 
questions and discussion. 



5. Miat Subject Areas Will be Covered in tiie Course ? 

Vou will first become acquainted with business in a gen- 
eral way^ then you wili l^ave lessons in all areas of majiage- 
ment. You will look at \ac different jobs you will have to 
do as an owner -manager and find out wliat skills you need to 
do these jobs. 

a. Majiagement lYocess : Attempts to make you aware of the 
wide area in wliicli the manager functions. Often the- be- 
girming manager is so involved in the day-to-day oper- 
ation of liis -business tiiat he fails to recognize the 
real jobs or functions of the majvjger. 

b. Marke ting : Sliows you how a business plans, prices, dis- 
trltJutes and promotes the goods or services that it sells. 

c. Production Management : Discusses where to locate a pro- 
duction plant, wiiat to produce, when and how mucii to 
produce . 

d. Business Law : Introduces you to our legal structure and 
those laws and regulations aff. :ting the businessman and 
his business. 

e. Finance y Accounting, Bookkeeping : Involves how to raise 
money to start and run your ousiness, how to keep busi- 
ness records and p3an for the future of your businesh-. 

f. Personnel M anagement : Discusses how to liire, train, pay 
and si^xjrvlse your en^Dloyees so that they will be happy 
and productive. 

^* Business ^Coninunications : Will give you an opportunity to 
practice comnunication skills. As a businessman you will 
be writing business letters, talking jn the telephone, 
speaking to i.idividuals and groups as well as holding 
business meetings. 

h. Pe^-sonal Finance : Will lielp you to set up a family biid- 
get ajid plan your family purchases wisely. In order to 
be a good businessman you must be able to manage your 
persofial and family finances. 

5 
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i. Office lYocedures : liiiables you to keep your records in 
order by giving ycu instruction on proper filing metliods, 
iKmdling mail, and the use of office maciiincs and dupli- 
cators. 



8. Discuss the teacliing methods used in tho course. 

9. Read Section 



4. Wluit Teaching Aids Will Be Used to Present tlie Course 
Materials? 

'Hie purpose of tliis course is to prepare you to be man- 
agers. You will be involved in making decisions similar to 
tlie d'xisions you will have to make wlien starting and running 
your own business. 

If you want to be involved in tte learning process it 
means th.at we cannot just lecture or teach in tlic usual class- 
room way. ibw then, can you learn? You can learn by dis- 
covering and discussing things as a group. V\c success of 
tlie course depends on the involvement and participation of 
each student in learning tlie most lie can. 'Hie student is ex- 
pected to ask questions and discuss freely his jx^int of view. 
Some of the tilings you will be discussing are: 

a. Case Studies : You v;ill read about and discuss actual 
business situations. 

b. Sliort Instructor Presentations : Some topics will be 
presented by short instructor presentation. Tliese will 
be used infrequently and will be supplemented by the use 
of visual aids. (Projectuals and charts.) 

c. Films : Som^ films will be used to present business ideas 
and situations . 

d. Rol e Plays : You will be asked to play the part of a 
Businessman or customer. In this way you will realize 
how that person feels. 

e. Field Trips : You will have a chance to tour different 
t>pes of businesses in the area. 

f. Re source People : Some business or professional people 
will discuss certain business topics with you. You will 
have a chance to question them on their experiences. 
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g. Exercises : You will be asked to do exercises alone and 
in groups to see if you have understood the material 
presented to you in the lesson. There will be no exams 
to write in this course. 

h. Projects : During the course your group will be asked to 
plan one or more business projects. In these projects 
you will come into contact with many of the problems 
associated with business. 



10. Discuss the students* expectations of the co^^rixj. Uc.^f*?^'*lo?Tov;a 
technique : ' 

a. Aj;k cne students to divide into groups of three or four. 

b. Give each group some paper and pencils. Write on the flip 
chart the following question: 

"Wiat do you expect to learn from this course?" 

(or "My reasons for taking the Sinall Business Management 

Qjursei') 

c. Ask each groiq) to write down what their expectations are. 

d. When they are finished have them reassemble. List the various 
groups* expectations on the flip chart. Analyze and discuss 
these expectations. 

e. Now refer groiq) to the following section of the Readings and 
go over it with them. 



5. Vhat do YOU Expect to Learn From the Course? 

It is ijqx^rtant to realize that no course can' guarantee 
success. Taking the Snail Business Management course does 
lot guarantee that you will become a successful businessman, 
rhe course will only in5>rove your business knowledge and 
skills. 

After completing the course you should have increased 
chances of success, whether you want to: 

a. Start and run your owri business 

b. Manage a business for somebody else, or 

c. Work for some business or government agency. 

Success depends on you. We are sure the course will be 
a great help to you, but we cannot guarantee success. 
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11. Mention "if these are your goals (refer to the flip chart) and 
expectations, then you will be required to do certain things ; 
tliat is, we have certain expectations of you." 

12. Discuss Section 6 of the Readings. 
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^ ^ x^ ^en-^c Do We Expect From You? 

It is said that "you get out of life exactly what you 

put into it." This is true for the Small Business Management 

course. Hie more effort you put into the course the more 
benefit you will get out of it. 

IVhat are some of the things you can put in? 

a. regular attendance 

b. being on time for the lesson 

c. reading on your own 

d. willingness to work alone and in groups ' 

e. willingness to discuss topics and present your ideas. 

iNDTE: You will see and hear new words in this course. If you 
see or hear a word that you do not understand please 
ask for an explanation. 



13. Discuss each of these items to in5)ress their importance from the 
beginning of the course. Stress especially the importance of 
regular cittendance, as much new material will be learned and if a 
student is absent tljere is difficulty in catcliing up and it means 

a- delay~f or- the others . - . — - 

14. Pass out the binders and explain their purpose. Pass out the table 
of contents of the course. 



Indicator ^ 

15. Play the slide story and tape, "The. Pa tuanak Story". This story 
explains the building of a co-operative store by a group of Indians. 
Tlie suggestion is that if native people work together they can im- 
prove and better their economic position and still maintain their 
way of life. 

16. Discuss the slide story in order to: 

a. learn the group's reaction to business 

b. discover their ideas on maintaining their cultural heritage. 
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,^^^p!^-;../M^ '..'^aiiJECr MANAGH.'OM' PROCESS 



LESSON MP2 lliE INDIVIDUAL AND HIS NEEDS 
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INSTRUCTOR'S GUIDE 



OVERVIBV 

Wliy sliould we Iiave a lesson on tlie individual ajid iiis needs at tlie 
start o£ a Small Business Management course? Because it is ijiiportant 
for each o£ us to understand ourselves as individuals, to know wliat our 
needs are and how they can be met.- 

I£ tlie student lias an understanding o£ the hierarchy o£ human needs, 
lie will not expect all people to Iiave the same needs at the same time. 
He will understand that althougli organizations are interested in ful- 
filling needs, there will be conflicts in the needs satisfied; different 
people will be satisfying different, sometimes incompatible, needs. He^ 
will see tliat money is not sufficient to satisfy all human needs. 

By under stajiding the relationship of the individual and his needs 
(discussed in this lesson) and the nature of organizations (discussed 
in tlie next lesson), a better appreciation of the business world and the 
whole economic system will be possible. ' 

Tliis lesson will make the student aware of the hierarchy of human ^ 
needs according to the theory developed by Maslow. It will also show 
how organizations are required to fill the needs. 

As the course progresses, tlie business organization will be studied 
in some depth. It is necessary to see the business as a way to fulfil 
hijjnaji needs: those of the owner -manager, the customers and otlier people 
working in the business. 

Later lessons will deal with the nature of organizations and with 
management's needs to successfully achieve the goals of the business 
organization. Future, lessons in the Management Process subject area will 
explain in some detail the functions of iriaaagernent and show how the course 
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materials are related to the management functions. 
OBJECTIVES 

1. Provided with a list of human needs, the students will be able to 
classify them according to the hierarchy studied in the lesson. 

2. Tae students will recognize that organizations exist to satisfy 
the needs and wants of the individual. 

REFERENCE MATERIAL FOR INSTRUCTORS 

1. Hay, Robert D. I ntroduction to Business . New York: Holt, Rineliart 

§ Winston, Inc. , 1968, pp. 79 - 94. 

2. Sisk, Henry L. Principles of Management --A Systems Approach to 

the Management Process. Cincinnati, Ohio: South- Western Pub- 
lishing Company, 1969, pp. 450 - 452. 

RESOURCES REQUIRED 

!• Pencils and paper for buzz groups 

2. Flip cliarts 

3. Projectual MP2-1, "Hie Hierarchy of Human Needs" 

4. Projectual MP2-2, "Deficiencies, Needs and Desires" 

5. Tape recorder with recorded recordings (if you wish). 

ME TFDDOLOGY 

1. Hand out the Readings. 

2. Read the Purpose and Introduction. 



PURPOSE 

The purpose of this lesson is to make you aware of the dif- 
ferent levels of needs and wants v:hich people have; in this way, 
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you will be better able to understand vliy people act the Kay t^«r>^ 
do. Tiie lesson will alio discuss the need (or organizations to 
fulfil human needs. 



INTRODUCTION 

You have just started the Snail Business Management course. 
You will be learning many new tilings. You will meet many new | 
people. As you prepare for a new job, cither in business, with the 
government or with a native association, you will somL^times wonder: 
How do other people feel when they are faced with nev or unfamiliar 
situations? 

Although it is natural to feel at times that you are the only ^ 
one who feels the way you do, everyone is actually much alike in 
his wants and needs. An understanding of this provides mucli irore 
self-confidence and enables a better understanding of otliers. 
Knowing that most people have much the same needs will help you to 
be oriented to new situations and people. We will see tliat dif- 
ferent people are at different levels in their need satisfaction. 

This lesson will stress how you will likely react in different 
situations due to your level of needs and wants. This is important 
in understanding people everywhere, not only in the field of busi- 
ness. 

We will then see that human needs are for the most part satis- 
fied by organizations which are part of our everyday lives. With- 
out them many of our needs could not be satisfied. 



OBJECTIVE 1: PROVIDED WITH A LIST OF HUMAN NEEDS, THE STUDENT WILL BE 
ABLE TO CLASSIFY THEtA ACCORDING TO THE HIERARCHY STUDIED 
IN THE LESSON. 



Stimulgs 

3. Divide the class into groups of 4 or 5 students per group. 

4. Ask them to list the basic wants and needs that people have. 



Clarify Problem 

5. After approximately 15 minutes, ask the students to return to their 
usual positions for discussion. 
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6. Have each group read out his list of needs vdule one student writes 
the list on a flip chart. 

7. Ask if there are some needs which are more important tlian others. . 

8. Have students set a priority for the \>rants and needs listed. 

Prov ide Information 



9. Read Section 1 and 2 of the Readings. 



CONTENT 



1. : What are Needs? 
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Needs can be defined as requirements of the body or per- 
sonality for a fully-satisfying life. 



2. There are Levels of Needs 



Much of the time the human body functions on an auto- 
matic system. But thei^e is a limit to the length of time that 
a body can look after itself without conscious care. The body 
must have a source of food, water and air and. an opportunity 
to eliminate wastes' m order to maintain a constant siq)ply of 
oxygen, carbon dioxide, sugar, and salt in the blood. I£ the 
supply is always available, then the body will never experi- 
ence need. In fact, a person rarely feels the need for oxy- 
gen, but if deprived of it for twenty- four seconds, this need 
will outweigh all other luiman needs, and the body will immedi- 
ately concentrate its entire effort on replenishing the sup- 
ply. Or if the body is without food for twenty-four liours, 
its basic drive will be to secure food, with most other drives 
being ignored until this one is satisfied. 

This illustrates that there is a hierarchy of needs (dif- 
ferent levels). The most basic needs form the foundation, and 
if they are not. satisfied,! the body will not be aware of any 
needs of a higher level. One way of determining how important 
a need is to the body is to determine how long we can_dQ witli- 
out it. The iiKDst basic of all needs is ysually considered the 
need for oxygen, followed by the need for maintenance of body 
temperature, the need for water, and the need for food. 

Within our country, we feel that the satisfaction of this 
basic level of needs is a social responsibility. Society sug 
r^ies food, and shelter for those who cannot supply them for 
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themselves, and demands that reasonable tenperatures and 
fresh air must be maintained in places where people are em- 
ployed^. ' 



10. Show Projectual MP2-1, 'The Hierarchy of Human Needs". (The projectual 
is constructed so tliat you can show the foundation needs first 

and build upon them the different levels of human needs.) Expose 
different levels as you progress through the Readings. 

11. Read Section 3 of the Readings. Pause and have the students give 
examples from their own personal experiences. . Discuss each section. 
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3. The Different Levels of Needs 

a. Physiological Needs 

. Physiological needs are needs for the things which keep 
our body alive, comfortable, and healthy. Notice that 
these are the foundation of all needs. When and only 
when these are supplied does the next level of needs be- 
come important. . 

b. Safety Needs 

Safety needs are closely related to physiological needs, 
-^as they have to do with maintaining the body in a state 
of comfort and security. They vary from removing the 
body from immediate physical danger to keeping our envir- 
onment in order so that nothing unexpected will present 
itself. Included in safety needs can be such things . as 
the need to jjpovide security for one's old age, or for 
one's surj^ivors* 

Security, when it is involved with the immediate future 
__or. one's immediate family, is the basic level. When it 
is well -supplied on this level, it is often extended into 
the social level. • ^ - 

For example, a man struggling to provide food for his 
family for the coming winter, when his family will go 
hungry if he doesn't succeed, has a strong need on the 
safety leveJ^f^'knd will hot feel needs on the social level 
until his basic needs are supplied. 

c. Social Needs 

Social needs are the needs to belong, to have a place 
I within society where you are accepted and vdiere your 
^ i(^as are respected, to know that you are loved by a num- 
ber of people., A person needs to feel the mutual giving 
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MP2-1 THE HIERARCHY OF HUMAN NEEDS 



SUBJECT 

23in<Jlfl31-30NIH33l2' 



(TECHIFAXj * 

' rctm No. 267 



• T(CHIN6( T()»PLAT(> 



SERIAL KUMBER 



• 3iV1<iN3i 39NtH33i* 




SELF 
NEEDS 



ESTEEM 
NEEDS 



SOCIAL NEEDS 



SAFETY NEEDS 



PHYSIOLOGICAL NEEDS 



THE HIERAflCHy Of 



• TtCHINCC TtMPLATt* 



• nmn: tcmpiatc* 



TECNIFAX FILEABLE TRANSPARENCY MOUNT 

7V4"kio" mask—use s'A' Kn" film 



MP2 



; - J. 



arid receiving o£ affection and care. 



In infants; the need to be loved and cared for is foimd 
in the most 'basic level of needs. Even though an infant 
is given the proper food, shelter, etc, , unless he re- 
ceives loving care and affection, he can develop serious 
mental disorders, and in some cases will die. (This is 
also true of infants'of some anunals particularly the 
larger apes.) 

Hie need to belong to a specific group or organization ' 
has from the beginning of history caused men to band to- 
gether to form Claris, tribes, cities, and countries. 
These units of society simply their members with some of 
the basic needs, such as protection, a source of food, 
and a system of order. But beyond these basic require- 
ments, they have provided their members or citizens with 
al sense of belonging, with a feeling of identity, and 
with a bond which holds together a number o'f people who 
hold consuon interests and coninon goals. ' This belonging 
need explains our nuaierous organizations '(v^ijich we will 
deal with in the next lesson) • 

After the basic needs are supplied, there develops a 
strong and pressing need for recognition from society. 
Persons deprived of the satisfaction of this belonging 
need begin to struggle violently to be recognized. If 
this need becomes acute and continues to be unsatisfied, 
the person often revests to deviant behavior, such as 
juvenile delinquency,^ alcoliolism, or exhibitionism. 
(Deviant: opposed to the normal or accepted behavior; 
exiiibitionism: actions or mode of dress to draw atten- 
tion to oneself.) 

It is interesting to note that the classes of people vdlio 
are struggling for social recognition are not the ones, 
vdio are on the very bottom level of society, but are 
those who have had their basic level of needs provided 
for, who have risen above physical fear and hunger, and 
now feel the pressure of social needs. 

This can be seen in the social struggle of the coloured 
minority of southern United States and the Indian miijor- 
ity of western Canada ♦ These groiq)s have made great^ix 
social gains in the past decade than in their entire his- 
tory, with many of their basic needs realized for the 
first time, and with much of the problem of isolation 
from the rest of society solved. lii addition^ the ay«i- 
ues of social advancc^ient such as e^^tixm and eaploy* 
ment opportiK^ities are greater tJia^ ever before^ But 
these advan^ges have led them y?realizc *«i0ir l«ck of 
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social recognition. This realization establishes a 
need to achieve socially and culturally. 



There is another social phenomena that we should con- 
I j^ider. Often people who discriminate against other races 
groups are people who feel a strong need for social 
:^3c^gnition, and their insistence on ti^e supremacy of 
^i.|-ir race is an attempt to gain somef ^neasure of social 
rec^j^ition and social prestige. 

Este« rferts are the needs for respect, appreciation, 
admi^it|^Jra^ prestige. Although everyone has a need 
for the-^^prtoition of others, certain people develop 
this ne ^^ jMi ^ te em , (the need to be kimn and recognized 
by other P^^Wm^^ a greater extent. These people 5^eok 
prestige aT^||@Success of leadership to fulfil their 



needs . 



|iew will attempt to be leaders 



nation, as ^"^wmM^ds develop there will be a 
for the este-^*^^!^!^. comes with leadership role: 
community activ±c1SK^ 



of thx- 
do sir r 
• i-Ti , 



Many of you, dTs ff^i^i 
entering into yoi^- tr 
ward leadership icgi^M 
munity, but for;ft^^e ■ 
esteem and prestige 



businessmen, will find voUi^elves 
coniminities and gravitating to- 
ilet only for the good'oi: the com- 
gsfaction of your own needs for 





Self-Actualization N e; 
The highest and most ' 
of self-actualization ;''^'\^ 
a person. A person who . 
detached reasonhig. He (. 
entirety and its eff^t^^^p 
out considering i^s effc 
The selr^-actuaMz')^ per4^ 
ity to go beyf;^. ;v*!y.is ;^^'^ 
tirely new^U diffen*-"^'!^^ 

l^Tok realistically ^^.,> own culture and at the culture 
ptj^|t; ^jjfyjeeing as an adequate system for direct- 
^^^9t^^.i^j^s of ' -'-^ merhbers, seeing their strengths and 




ach,;eved needs are the nc^i^/i 
rie.fd *to develop yourscT as 
Jf actualized is capable of 
^^^ok at a situation in its 
7^^iips and individuals with- 
iLm^c-^f as an individual, 
eative. He has the abil- 
aits, to create something en- 
A self-actualized person can 



^Y^nip^-- ^^ne classification of needs in the Readings with those 
^i^ud by the students in Sections 7 and 8 above. 

Kead Section 4 of the Readings and discuss. 
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Natural Needs, Learned Needs, and Desires 

Most needs i^^iich a person develops as he snatirres are na - 
tural . However, one can develop learned needs whida feven 
over-ride some of one's natural neecls. t^or exaique, a person 
who becomes hopelessly addicted to d.nj.gs finds his body chem- 
istry so changed tliat regular lise of th^ drug becomes a need 
stronger than such natural driv^ > as eating and sleeping. 

Tiiere are several environmental conditions that become, 
learned nce]^». It is possible for humans to live with many 
fewer conveniences tlian most of us have. Some persons have 
Licquired a learned need for houses with central heating, 
electricity, running water, carpets on the floor and tele- 
visions. Unless these learned needs are satisfied, these per- 
sons feel very deprived. 

Anything that becomes so necessary that we caraiot com- 
fortably live without it has become a learned nc^CL. 

A need, when it is satisfied, becomes a desire. Thus a 
person's body needs food; he becomes hungry (feels a need). 
When that need is supplied enougl^imes by food he may then 
desire food even before the need-^^^a!!?^'^ desire may be 

for steak, or for ice cream, or ft*iel?^^^.^>lce^, \Aien other 
foods would satAfy the need ju.<||%.^ w^i^^^^^ special 
foods are necessary to ^^?.ti^|^ l^^aesire, * ^ 

^ ■ — - — 



14. Ask: ''Can you th'iik of any otaef needs?" 



15. Show projectual MP2-2j ''Deficiencif^r# Needs, and Desires". Relate 



it to Section 4. 



Indicator 



16. Divide the students into groups again, f^k t'-JTm to classify into 
one of the five categories (listed on tlie prc^-edj»ial) the following 
.needs: beauty, love, insurance, food, cojopeteptf, shelter, recog- 
/nition, justice, prestige, sex, power, pension -an, self-confid- 
ence, gang, personal worth, police, freedom, iKich^fepur, social 



approval, air, self-respect, ar^d adiievement. 



17. Have the groups share and justify their classif icaT-r^^ts . Encourage 
discussion. ^ ^ 

18. Since the five categorit s are not rigidly defined, Ui^* students* 
classifications may be slightly different from the f^^^^owing: 
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MP2-2 DEFICIENCIES, NEEDS AND DESIRES 



SUBJECT 



SERIAL NUMBER 

• 31ViaN31 39NtH33i* 



RELATIONSHIP BETWEEN BODY REOUIREMENTS. 
NEEDS, DESIRES, 



BODY REQUIREMENTS 



WHEN REALIZED 



WHEN SATISFIED 



• TCCNIMfiC tCKfUTC* 



TECNIFAX 




■ No. 267 



TtCNirAX riUAILI TRANSPARENCY MOUNT 
VW'itO" MASK — USI 8»A"«11" PILM 





•i 
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Physiological 

food 

shelter 

sex 

lunch hour, 
air 



Safety 

insurance 

competence 

justice 

pension 

police 

freedom 



Social 

social approval 

love 

gang 



Esteem 

recognition 

prestige 

power 



Self - Actualization 
beauty 

self confidence 
personal worth 



OBJECTIVE 2: STUDENTS WILL RECOGNIZE imT ORGANIZATIONS EXIST TO SAT- 
ISFY THE NEEDS AND WANTS OF THE INDIVIDUAL. 



Stimulus 



Ask, **How does society go about providing the individual's needs?** 



NOTE 



: the purpose of this question is to get the student thinking 
in terms of all the organizations which surround us and 
help us to satisfy our needs. 



2. 



If there is no response, probe by asking if it is possible for us 
to supply all these needs ourselves. Read Section j c again. 



Clarify Problem 

3. Ask the students to name organizations which help to satisfy our 
needs. 

4. List these on the flip chart. 

5. List the needs and wants satisfied by each. 

Provide Information 

6» Read Sections 5 and 6 of the Readin.gs. Coirpare students' list of 
organizations to list in Section 6. Also discuss necessity of 
maiiagement training for the successful operation of organizations 
to fulfill needs. 
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5. Satisfying Human Needs 

The hierarchy of human needs suggest that we liave needs 
which nrust be satisfied in a certain order of priority. The 
body or physiological needs must be satisfied before safety 
needs can be; also safety needs must be satisfied before 
social needs can be. This hierarchy of needs will be dis- 
cussed again in the lesson, *TVhy People "Ifork" (PMl) . People 
work to satisfy their physiological needs first of all, then 
their safety and security needs, and so on up the hierarchy. 
It is important to remember this when one considers motivation 
of employees. 

Some needs such as our need for oxygen can normally be 
satisfied without any effort; however, most needs require 
some effort . 

We find that many needs are best satisfied by group co- 
operation. This is why people form organizations to better 
attain their objective of satisfying their needs. 

6. Organizations and Institutions Satisfying Our Needs 

The following is a list of some of the organizations and 
institutions which help provide for our needs and wants. 

a. The home - This is the most basic human institution, 
which if functioning properly, provides for fulfillment 
of most human needs. 

b. Tlie church - The church supplies a deep sense of belong- 
ing, a sense of order, and a standard of conduct. 

c. The school - This organization gives a sense of belonging, 
a feeling of identification, recognition, and opportunity 
for expression and creativity. 

d. Clubs - Clubs provide a sense of belonging, a feeling of 
identification, recognition, opportunity for expression 
and creativity. 

e. Police Department - This institution helps supply se- 
curity and a sense of order. 

f . Welfare - Welfare departments supply fundamental defici- 
encies which exist in some homes. 
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g. Health Region - This organization provides safety, se- 
curity pnd helps satisfy physica? needs, 

h. Art Society - The art societies help satisfy the need 
for recognition and creativity as well as providing a 
sense of belonging. 

i. The Government - This institution provides protection, 
security, order, well being. 



. 7. Read Section 7 of the Readings and discuss. 



7. Summary 

In addition to understanding one^s self better, the 
knowledge of human needs helps a person understand business 
organizations -which have the goal of satisfying our needs. 

We find that as a result of our different needs, organi- 
zations do not fulfil . all of them. New organizations are 
formed when we feel that they will be more successful in 
meeting our needs-ii Native people often find themselves in 
this situation. They have needs which present organizations 
or institutions are not meeting; therefore, they fom new or- 
ganizations with goals-which come closer to meeting their 
needs. 

Since you will be working with people and attempting to 
motivate them to higher achievement, one of the vital tools 
you will have at your disposal is a knowledge and recognition 
of the human needs which cause people to do things. As you 
work with clients , professionals *and the community you will 
see patterns of how human needs motivate the. people with whom 
you are working. If you can identify the needs behind the 
behaviors it will be easier for you to understand their prob- 
lems, to develop programs of. help, and to lead in community 
activities. 

The Small Business Management course will help prepare 
you for the better management of organizations in order that 
these organizations better satisfy the needs of native people. 



Indicator 

8. Have stiadents add other organizations or institutions vdiich fulfil 
human needs. 
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9. Ask students to divide into small groups of four or five and brain- 
storm a list of the human needs satisfied by an organization such as a 
university, a hospital or a native association. Perhaps have a 

few groups do one organization and the rest others. ' 

10. Have groups report back, list on flip chart and discuss; group 
should isolate personal needs (at all levels) vrfaich are satisfied. 

11, Give the following assignment: 

"To become aware of tlie principle of human needs and how they 
affect our everyday life, each stiodent will identify five behaviors 
which he observes among people of his acqiaaintance, and decide 
which needs the person is fulfilling by this particular behavior. 
Be prepared to share and discuss these behaviors and their corres- 
ponding needs with the group. 

"The level of needs that you will be lookijig for will be sjjnilar 
to these: 

a. A child's 'attention- seeking' behavior 

b. An adolescent's 'tough guy' or 'fast driver' behavior 

c, A person actively engaged in coaching Little League 

d, A businessman who works himself hard many hours a day, after 
he has already achieved success and wealth." 

Allow the students three days to observe and prepare their list of 
behaviors and needs, and then have them share their lists, and 
discuss them in a group. They may want to identify additional 
possible needs, or they may have different opinions of the needs 
causing certain behaviors. 

12, After giving the students their assignment, review with them the 
lessons which they will have in the Management Process subject area. 
Read Section 8 and discuss. 



8. Management Process Lessons 

Before you go on to the next lesson, you should have an 
idea of all the lessons which are contained in the Management 
Process subject. In this way you will know what to expect 
in each lesson. 

MPl Introduction to Management Process 

In this lesson you were introduced to the Si^ll 
Business Management course. You saw the dif- 
ferent subject areas of the course in a general 
way and you also saw the list of lessons which 
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you will have during the course. You also 
indicated what you expected to get from 
the course and the instructor indicated 
what was expected of you to make the course 
a successful one for you. 

'rhe Individual and His Needs 
In this lesson you learned that we all 
have needs, that these needs are very sim- 
ilar from one person to another. You also 
learned that some needs come before others . 
As a final point you saw that organizations 
help people to fulfill their needs. 

The Organization 

In this lesson you wiil look more closely 
at the organization's characteristics and 
you will see the needs which different 
organizations fulfill. You will see that 
management is necessary to make an organi- 
zation work. 

What Is Management? 

In this lesson you learn what management 
is all about. You will learn that manage- 
ment consists of four different functions: 
Planning, organizing, directing and con- 
trolling. Every organization must have 
these aspects of management if it is to be 
successful . 

What Is Small Business 
Since you are studying sm?.ill business man- 
agement, you should know v^hat is meant by 
small business. In this lesson you learn 
to tell the difference between big business 
and small business. 

Success and Failure in Bui> iness 
Betore you get started in business manage- 
ment it is important to know the reasons 
why some businesses fail and why others 
are successful. Part of tlie answer is in 
being able to do the four lijnctions of 
management discussed in lesson MP4. 

TTie Planning Function 
This is the first step in management. 
Without a plan, it is difficult to know 
where to go. This lesson talks about the 
inportance of plans for a successful busi- 
ness. 

.23 



The Planning Function Reviewed: First _ 
Project 

In this lesson you review planning and 
you start a project which is a very sirall 
business. You will gain experience in plan- 
ning your project. 

The Organizing Pone t ion 
Plans are not enough in a business organi- 
zation, ft is necessary to organize the 
resources so that the business can operate 
and attain its gcal. 

Second Projec t 

The second project provides jnore experi- 
ence in planjiing. It -also stresses the 
job of organizing to arrive at your goal. 
It is important to know ivho docs what with- 
in a business organization. 

The Directing Function 
Without someone who is in charge of the 
different jobs to see that they are well 
done, the business may not be very success- 
ful. To direct a business you must know 
the jobs to be done and xAo is to do them. 
You mu5t learn how to get the right people 
to do the job and then how to supervise 
them so a good job is do-,e. 

On* the ^ Job Training 

If it is possible for you, it is useful 
that you spend some time working in a 
business to get some experience and to ob- 
serire how the manager does the functions 
he is required to do. 

The Controlling Function 
This lesson deals with the job of checking 
to see that what was supposed to be doae, 
was actually done. If there are plans for 
an organization and if people are told 
Tvhat to do, but the results are not those 
expected, then something has to be done to 
correct the situation. Controlling is the 
checking to see that the business is going 
according to plan. 
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\U)14 The Management Functions Reviewed 

In this lesson you review all the manage- 
ment functions. It jS important that you 
see how management fv-nctions fit in with 
the operation of the business. 

MP 1 5 Business and The C o Tni:iiuity 

livery business has certain responsibil- 
ities towards the xommunity. This lesson 
gives you an idea of the relationship be- 
tween the b\3siness and the community. 

MI^16 l^^c Businessmaii and Business Hthics 

We are all respojisible in some way~l:o 
society, llie businessman makes his living 
by providing a service. He must see that 
in providing this service he has certain 
responsibilities . 

>D^ 1 7 Review of the Course 

In this lesson you review the Small busi- 
ness Management course. 

nns Evaluation 

During the course you have had an oppor- 
tunity to learn business management by 
using a different method than you find 
in most schools. Ycur instructor is in- 
terested in knowing what you liked about 
the course and what you did not like so 
hat he can improve the course for other 
tudents. 

You may wish to revi\iw this summary of lessons once in a 
while to see how the lessons tie in together in the Management 
Process subject. 
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SUBJECT MANAGEMEOT PROCESS 



LESSON IvIP3 TIE ORGANIZATION 




INSTRUCTOR'S GUIDE 



OVERVIE W 

In the previous lesson on the individual and liis needs, we learned 
the hierarchy of human neods and the way various organizations satisfy 
these needs. 

In this lesson we will deal with the characteristics of both in- 
formal and formal organizations. We will then consider in xoore detail 
one of the formal organizations which plays an in^x^rtant role in our 
society the business firm. We sliall see how the business firm satis- 
fies our needs, and how it can lead to conflicts as a result of 
the different needs. 

The job of the manager is to see to the effective operation of the 
business firm. The various jobs of the manager will be dealt with in 
the next lesson. Management functions will also be studied as they re- 
late to the business firm and its objectives. 



OBJECTIVES 

1. The student will be able to apply the main characteristics of or- 
ganizations to ones they personally know. 

2. The student will be able to identify the needs satisfied by busi- 
ness firms as well as indicate the contributions which must be made 
to the busii^ess organization by those vdiose needs are being satis- 
fied. 
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REFERENCE MATERIAL FOR INSTRUCTORS 

1. Hay, Robert, D. Introduction to Business . New York: Holt, Rinehart 
a Winston, Inc., 1968, pp. 22-28; 45 - 62; 79 - 94. 



RESOURCES REQUIRED . 

1. Flip chart 

2. Projec|ual MP3-1, '%at is an ^|^n 

3. Pv.ojectual MP3-2, "C(^^-^]^J^^ 

1. Hand out the Readings. 

2. I^ead tlie Purpose and Introduction. 




PURPOSE ' 

Hie purpose of this lesson is to look at what an organization 
is, the types of organizations and their characteristics. Special 
emphasis will be placed on one of the most common organizations, 
the business firm. 



INTRODUCTION 

'^..^ 

In the last lesson you were introduced to the fact that the 
Organization is a means of satisfying human needs. You saw how a 
number of organizations with which you are in contact every day 
.actually help you satisfy your needs. 

For the most part you have probably taken organizations for 
granted. How do they function? Who makes them work? V/hat are the 
characteristics of organizations? Are there certain similarities 
between organizations? How does the business firm conq^are to other 
organizations? These are some of the questions you will be dis- 
cussing in order to gain a deeper understanding of organizations. 

Regardless of the work you do when you finish this course -~ 
whether you work- with the community, government, business or native 
associations you will be involved with organizations. 
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OBJECTIVE 1: THE STUDENT WILL BE ABL#*TO APPLY TH3; MAIN CHARA.CTE]?'#i'ICS 
OF ORGANIZ/i.TIONS TO ONES TEffiY PERSC-iALLY KNOW. .j^f^ ^ 

Stimulus "^.d^^ i ■I'' * 




a* Is a group of people waiting for a bus an organization? 

b. Is a group of people having lunch together an organization? 

c. Do a group of people working for a business make an organi- 
zation? 



C larify Problem 

5. Ask students to brainstorm the factors required to have an organi- 
zation. List on the flip chart. 

Have students probe into organizations they know to see what makes 
an organization. (This should prepare students for the definition, 
types and characteristics of organizations.) 



6. Read Section 1 of the Readings. 



COliTENfT 



1. Defining an Organization 



An organization can be defined as two or more people 
working together under Te^adership, using resources (men , 
machines, materials, money) to accon^lish objectives or goals 



A brief explanation of the definition will help clarify 
it. Leadership is the co-ordination of the efforts of the dif- 
ferent people working together. Under effective leadership 
everyone has the same idea of what has to be done. (As we go 
further into the study of organizations, leadership will be 
stressed. 

Another aspect which is important in the definition of an 
organization is the idea of objectives or goals. An organi- 
zation does not exist if it has no objective or goal* Why 
should people w'ork together if they do not have some common 
purpose? You will recall from the last lesson that organi- 
zations help Satisfy needs. An organization's objective will 
then be to satisfy certain needs of a certain group of people. 
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In working together to arrive at a common goal, the or- 
ganization will be using resources. You will hear a lot 
about resources in the course. The resources an organiz- 
ation uses are people, money, buildings, etc. The Sn^ill 
Business Management course really deals with how to use re- 
, sources to obtain a certain goal. ) 

1: J 

7. Have students consider a specific government departjricnt , corimh - 
ity organization, police department, business firm, and native 
association. Ask what the goals of these organizatioru ar3, 

8. Read Sections 2 and 3 of the Readings. 

=== J 

2. Inqx)rtance of Organizations in Our Society j 

As you saw in the last lesson, you live in a highly ; 
ganized society. You were l:kely bom in an organiza*jc i, j 
educated in an organization, work for an orgonizatiou, oVta^ii ^ 
your necessities of life from an organization; your vr:reat^:fi j 
is normally through some sort of organization and yc-* dc;*^ 
frequently witl; one of the largest of organizations: the 
government. Our iK>ciety believes that the use of o .oiiizations 
is one of the best ways of satisfying our needs 

We will now look at the two basic type.- o. organizations: 
the informal social grouping and tlie formal organization. 



3. Informal Organizations 

The informal organization is less "organized" than tJie 
formal organization. It consists of informal groups which 
have interaction within their own group as well as other 
groins. You will recognize many of these infoimal social 
groupings in our society. They exist to meet people's need to 
be together and bo accepted by others. (For exan^le, a group 
of friends vrfio meet to have lunch together everyday.) The 
goal or objective- of the informal grouping is not usually 
clearly spelled out. However, it is there. 

You will not be concerned with informal groupings except 
to the extent with which they affect formal organizations. 



9, Discuss informal organizations that the students know. 

10. Read Section 4 of the Readings. 
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4. Formal Organizations 

The definition o£ an organization given in Section 1 
applies mainly to the formal organization. A formal or- 
ganization must have clearly-set objectives; these objec- 
tives are the values that the organization seeks to achieve. 

Once the objectives are set, the next step is to decide 
what work is necessary to achieve the objectives. Usijally it 
is suggested that if people will divide the work into simple 
tasks, it can be done more efficiently. 

The formal organization has a boss or leader to see that 
the organization will obtain the objective set out. OtPier- 
wise, the efforts of the various people might be concentrated 
in different directions so that the objective would not be 
attained. 

The leader, president or boss, must have some authority 
to direct the organization in the right direction. He must 
have some control over the actions of others in the organiz- 
ation. When many people work together and the job of dir- 
ecting the efforts of everyone is too great for one man, he 
shares his authority with others who help him see that the 
organization is well directed; this is called delegation* 

The leader has the responsibility of seeing that the ob- 
jectives of the organization are reached. If they are not 
reached satisfactorily, either the leader will be replaced or 
the organization will disappear. 

Because of the necessity of one or more leaders to dir- 
ect the organization towards its goals, communication skills 
are greatly needed. 



11. Have the students list the title of the leader in each of the or- 
ganizations considered in point 7 above. Below are suggestions: 



12. Read Section 5 of the Readings and discuss each subsection. 



Organization 



Title of Leader 



Government Department 
Comtnunity Organization 
Police Department 



Minister, Deputy Minister 

President 

Chief 



Business Organization 
Native Association 



President, General Manager 
Chief, President 
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5. Characteristics of an Organizatiorx 

The description above permits us to summarize the main 
cliaracteristics of a formal organization: 

a. Ob jective or Goal 

People participate in organizations because they believe 
the organization can help them satisfy their personal 
needs better than individiaal efforts can. The objective 
or goal of the organization is its purpose. It is not 
possible to have a formal organization which does not 
liave a purpose. It would be like a ship on a windy sea 
which has no destination and is simply blown about. 

b. A Number of People 

An organization requires a number of people working to- 
gether to arrive at the organization's purpose* Without 
people, there are no needs to satisfy and so no need for 
an organization. 

c. Leadership 

If the efforts of people working to further the goal or 
objective of an organization are to be effective, these 
efforts must be co-ordinated. The leader of an 
organization may be called president, manager, chief, 
premier, prime minister, director or boss. The name 
matters little. 

The leader's job is to see that the organization attains 
its goal. It is his responsibility to do this. 

To facilitate the carrying out of his responsibility the 
leader has authority. This means he has the power to 
direct the work or activities of the people within the 
organization. 

The job of the leader can become too big for one person 
to handle. If it does, he then delegates part of his 
responsibilities and authority to others who help him 
direct the organi:::ation towards its goal. In dele- 
gating his authority and responsibility liowever, the 
leader does not lose either his authority or his re- 
sponsibility. 

d. Communication 

The job of co-ordinating the efforts of individuals with- 
in an organization requires good comrnunicating ability. 
The way communication goes from leader to worker and 
back from worker to leader is important for the efficient 
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operation of the organization. In larger organizations, 
there is a formal pattern for communication. The line 
of communication can be indicated by an organizational 
cliart which will be seen in a later lesson (MP8). 

e. Conflicts 

As you saw above, the organization has goals or purposes. 
These organizational goals may not always coincide with - 
those of the individuals. The organization may satisfy 
certain needs of an individual-, such as a need for in- 
come, but produce certain other conflicts where the goals 
of the organization and those of the individual differ. 
In such casies, the leader or boss must see to it that 
the organization's goals are attained. The individual 
will liave to decide whether to leave the organization for 
another, or stay with it in spite of tlie fact that he 
lacks couple te satisfaction. 

It is seldom piossible for an organization to satisfy all 
the needs of every person it einploys. This is especially 
true in large organizations where there is little flex- 
ibility and much red tape. Very often general rules 
(which apply to all en^loyees) are necessary. When these 
are inflexible, they can create conflict with the workers' 
personal needs. We will see in the next section the dif- 
ference between organizational goals and personal needs 
(goals) and how these may create conflict in the business 
firm. 



13. Ask the students to list conflicts they have had in working in 
organizations. How could these have been overcome? Would the 
solution create other problems? 

14. Consider again the organizations in '^int 7 and look at possible 
conflicts these organizations might have. How could these conflicts 
be overcome? Would these changes create new conflicts or cause the 
organization to deviate from the original objective? 



Indicator 

15. Have the students divide into groups of four or five and choose an 
organization (preferably one not previously discussed.)' Tell them 
to show how this organization meets the main characteristics of an 
organization. 

16. Have each group discuss with the rest of the class the organization- 
al characteristics it found. Clarify anv points \diich are not 
clear. If necessary, review points of the lesson. 
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17. How do the characteristics discussed above con5)are to those listed 
on the flip chart (from the brainstorming in point 5 .) 



ORJECTIVE 2 : THE STUDEOT WILL BE ABLE TO IDENTIFY NEEDS SATISFIED BY 
BUSINESS FIRMS AS WELL AS INDICATE THE CONTOIBUTIONS 
WHICH MUST BE MADE TO THE BUSINESS ORGANIZATION BY THOSE 
WHOSE NEEDS ARE BEING SATISFIED. 



Stimulus . 

1* Have students choose a business of their choice and liave them 
brainstorm a list of all people or other organizations whose 
needs are likely to be satisfied by this business firm. 

Clarify Problem 

2. For each individual, group or organization listed above, have the 
student list the needs which would likely be satisfied by the busi- 
ness in question. 



Provide Infonnation 

3. Read Section 6 of the Readings. 



6. The Business Fim 

One of the most common organizations and the one of most 
interest to the Snail Business Management students is the 
business firm. — 

It is important to note that the business firm as an or- 
ganization has objectives or goals which are independent of 
the goals of the individuals working for the business firm. 
The orgariization is considered a separate entity (person) 
which has its own objectives. 

a. Business Objectives 

Traditionally tlie main objective of business firms has 
been to make money. For some business firms it is to 
make the most money possible. This need not necessarily 
be the business' objective, however, if the owners of the 
business firm decide otherwise. The business firm's goal 
might be to provide employment or to provide a needed 
service for a community. 
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Regardless o£ its other objectives, if .a business firm 
is to survive and be viable, it must make enough money 
to pay its expenses, provide for future replacement of 
equipment and provide for reserves for periods of un- 
certainty. It is a frequent mistake of businesses which 
do not wish to maximize their profits, to settle for too 
low a profit with the consequence tliat the veiy survival 
of the business is in jeopardy. 

b. Employee Needs 

10 survive , t Jie business firm must also satisfy some 
personal needs of its employees. The employees con- 
tribute labour "and management to the business firm, and 
the film contributes income to purcliase needed products 
and services. The products and services produced by the 
business are tliemselves a contribution to the economy. 
In tliis way, the individuals working for a business gain 
in terms of income, satisfaction of work, companionship, 
etc., and. the firm gains in its production of goods and 
services. 

Other personal needs which a business firm can satisfy 
include job security, recognition, a feeling of power, 
good working conditions, and an opportunity for advance- 
ment . 

c. Leader and Manager Needs 

Managers are in need of salaries for their services. Al- 
so mudi the same needs as their employees are satisfied 
by working for the business firm. 

d. Customer Needs 

A business usually must satisfy other needs besides those 
of the organization and the employees. If the business 
is to survive, it must provide a product or service that 
customers want or need at a price and quality which is 
satisfactory. 

e. Owner Needs 

The owners of the business must be satisfied that they are 
obtaining their objectives from the business. They must 
^be getting a satisfactory return for the money invested 
in the business. 

f . Supplier Needs 

In most cases the business will be dealing with other 
businesses which have needs. The business firm must sat* 
isfy its supplier's needs of being paid on time, etc. 
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g. Creditor Needs 

The business will likely owe money to creditors. Cred- 
itors also Imve needs : to be paid their interest and 
principal due, and to receive information on how the 
business is doing. 

h. Goverriment Needs 

The business TTm as an organization also deals with 
various levels of government. The Government has needs 
for information, taxes, as well as assurance that the 
business meets certain standards and regulations to pro- 
tect consumers. 

i. Community Needs 

The business firm must also meet community objectives or 
needs . 



4. Read Section 7 of the Readings and discuss showing projectxial 
MP3-2, "Contributions To and From Business". 



7. Contributions to Business 



The business satisfies many needs, but it has needs 
which must be satisfied as well. Each of the persons or or- 
ganizations receiving something from the business must con- 
tribute something. (One cannot expect to have his needs sat- 
isfied without providing something in return.) 

The contributions made to business and by business are 
outlined below: 



Contributions : 

Customers contribute Money 

Owners contribute - - Equity capital 

Eniployees — contribute - Effort, work 

Managers - contribute Leadership 

Suppliers contribute - Supplies, merchandise 

Creditors --- contribute Borrowed capital 

Government contributes Protection, services 

Community contributes - Environment 



Benefits Received 



Customers receive Goods § Services 

Owners receive Dividends 

Bnployees receive - Wages 

Managers receive Salaries 
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MP3-2 GOhrrRIBUriONS TO AND FROM BUSI>ESS 



SUBJECT 



SERIAL NUMBER 



..r 



• • • 



i 



CONTRIBUTIONS 
TO AND BY 
BUSINESS 



{ Cuslomers 
Money 



Goods and 
Services 



Own«is 



Suppliers 




Governments 



I Creditors 



(techifaxJ 



• TtCHINGE UMPIAIE* 



• UCHINCE TENPIATI* 



TECNtFAX FILCAILE TRANSrARENCr MOUNT 
MASK-' USE SVi'sll" FILM 
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Suppliers receive Cash Payments 

Creditors receive Interest 

Government - receives Taxes 

Community receives — Community Citizenship 



5. Read Sections 8 and 9 of the Readings and discuss. 



8. Conflicts 

As we can see the business firm as an organization has 
its own objectives to meet. It must also consider those of 
its employees, its customers, the owners, the suppliers, the 
creditors, and the government. This means that there are many 
aspects to operating a business which must be considered. 

With different objectives from these groups and organiz- 
ations, there are bound to be some conflicts. The leader of 
the business organization must do the best he can to meet all 
these needs while still ehsuring the survival and growth of 
tlie business. He will then have to make decisions as to which 
needs are most important when there is conflict which cannot 
be resolved. 



9. Summary 

The Small Business Management course prepares the course 
participant to play a leadership or manager role in the busi- 
ness organization. By means of the Small Business Management 
course students can learn how to help people meet their needs 
through organizations. Since the business organization has 
the same general characteristics as other organizations, the 
student should find the course useful in giving leadership not 
only in business but also in any other organization. 

In future lessons, the emphasis will be on business or- 
ganizations move than on organizations in general. The course 
will deal with how to make a business function effectively. 



Indicator 

6. Tlie discussion during the lesson serves as the indicator for this 
lesson. Review any sections of the lesson vdiich appear unclear. 
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MANAGEMENT PROCESS 



WHAT IS MANAGEMENT? 



INSTRUCTOR'S GUIDE 



OVERVIEW 

In the last lesson we looked at the characteristics of an organiz- 
ation. We saw that the organization is formed to satisfy needs of in- 
dividuals and other organizations, in return for which it receives con- 
tributions. 

We saw that an organization recpaires leadership to co-ordinate the 
efforts of all the people working in the organization. This lesson will 
look more closely at leadership.-- at what is invol\red in directing an 
organization toward its goals. 

The business organization has been discussed as a special type of 
organization. It has the same general characteristics as other organiz- 
ations but has, of course, its own specific objectives or goals. 

The job of co-ordinating the efforts of all those working towards a 
business organization's goals is called management and the job is normal- 
ly perfomed by the manager. 

In this lesson we will study management in a general way, leaving 
the more specific aspects to future lessons. 



OBJECTIVES 

1. rhe student will be able to define managanent in his own words. 

2. The student will be able to relate the functions of managonent to 
the major jobs of the manager. 



SUBJECT 
LESSON MP4 
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3. The sttdent will be aware that management is a dynamic and on- 
going process. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Flippo, Edwin B. Managgmsnt: A Behaviorial Approach . Boston: 

Allyn and Bacon, 1970, pp. 3 - 18. 

2. Sisk, Henry L. Principles of Management: A Systems Approach to 

the Nfanagement Process . Cincinnati, Qiio: South -We stem 
Publishing Con^Dany, 1969, pp. 1 - 15. 



RESOURCES REQUIRED 

1. Flip cliart 

2. Projectual MP4-1, ''The Many Hats Worn by the Owner-Manager" 

3. Projectual MP4-2, "The Functions of Management" 

4. Case MP4-1, "Many Irons In the Fire" 



METHODOUOGY 

1- Hand out the Readings. 

2. Read the Purpose and Introduction. 



PURPOSE 

Ihe purpose of this lesson is to discover vdiat management 
means. We will examine some of the jobs Cactivities) of the man- 
ager in operating a business, and show how the general functions 
of management are related to these jobs and to each other. 



INTRODUCTION 

In previous lessons we saw that as human beings we all have 
a hierarchy of needs. We also saw that in our modem society or- 
ganizations are often necessary to satis:fy our needs. 

In addition, we learned that for an organization to exist 
it must have a goal or objective. Also, since two or more 
people are involved, leadership is needed to co-ordinate these 
people's efforts to reach their goal. 
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In this lesson, we take a closer look at management which is 
a type o£ leadership ; the job o£ management is. to help people 
work together to reach the organization's goals. 

Since the balance o£ the course is devoted to the tools, 
skills and knowledge which help a business organization succeed, 
it is iniportant to grasp the concept of management in tliis lesson. 
To see the importance and relevance o£ the various subjects and 
lessons within the course, it is important to see how they £it the 
concept o£ management. As you proceed in this lesson and in fu- 
ture lessons, you should discuss with your instructor any diffi- 
culty you have in seeing how the material you are learning relates 
to management. 



3. Discuss the Purpose and Introduction.- 



OBJECTIVE 1 : THE STUDENT WILL BE ABLE TO DEFINE MANAGH^IENT IN HIS OWN 
TORDS. 



Stimulus 

4. Ask students to break into small groups of four or five and define 
what management means. 



Clarify Problem 

• 5. Have the students come back into one group and ask them to present 
. their definitions. 

6. Have the students write on a flip cliart the elements of management 
as discussed in the small groups. 

7. Construct a new definition based on the ideas contributed by the 
different small groups. Write this definition on tlie flip chart. 



Provide Information 

8. Read Section 1 of the Readings. 
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CO NTENT 

1. Management Defined 

In the last lesson we saw tliat every organization - 
social, business, governmental, community, political - re- 
quires a leader to direct its goals or objectives. IVe also 
saw that without leadership, organizations flounder about 
having no direction and little purpose. The type of leader- 
ship that is required is usually called management. 

Management is found not only in business organizations. 
It exists wherever there is a group of people co-operating to 
attain an objective of some kind. Wherever or whenever the 
actions of several people must be directed towards a common 
goal, there is a need for management. Tlie Small Business 
Management course deals with management; the principles of 
management learned here (although essential for good business) 
can apply to any organization with which you will deal. 

MANAGEMENT can be defined as the process of organizing 
and employing resources to reach a pre -determined objective. 

Generally management is responsible for the success or 
failure of a business. It has been said, it is management's 
job to direct the organization towards its objective. In 
directing the organization, the manager must also see that 
the best use is made of resources. 

An easy way to remember these resources is to consider 
the 4 m's: men, materials, machines and money. Certainly 
people (men) are the most important element, but it is ijnpos- 
sible to operate a good business without the proper and ef- 
ficient lise of materials J, machines and money. If money is 
wasted or poorly invested or if the wrong machines are pur-^ 
chased (or if they are not properly cared for) the business 
will have difficulty succeeding. 

Tlie goal or objective to be reached can be whatever the 
business organization wants it to be. Some typical objectives 
are to: 

a. Make a lot of moixey for the owner 

b. Provide a service to the community 

c. Provide employfnent for residents of a co:i^.:?ir:ity 

d. Provide the owner a job. 

There may be any combination of tlie::e or many others. 



44 



MP4 



Regardless of a businesses other objectives, the one 
which is essential is survival. It is necessary that tlie 
business make sufficient money to continue operations. Tliis 
means it lias to make at least enough money to pay expenses, 
pay the manager's wages, make payments on borrowed money and 
provide for replacement of old or worn equipment mid machines. 

Most businesses are not satisfied witii this minimum, 
'lliey want some money set aside for aii emergency as well as for 
exi^ansion. Tlic owners usually also want some return on the 
money tliev liave invested as well as a return for their man- 
agement skills. 

Management may be more easily understood if we consider 
the jobs or activities of the manager of a business. What 
does he do to be effective in reaching goals? How does he do 
it? In tlie next section you will examine some of the jobs or 
duties of the manager and you will see tliat these jobs or 
duties relate to certain general functions which are part of 
tlie managment concept. 



Indicator 

9. Ask the students individually or in groups to write in their own 
words what management means. Compare these definitions to those 
first developed by the group in point 4 above and also compare to 
definitions provided in the Readings. 



OBJECTn'£^ 2: 'UiE SlUDEiVT WILL BE ABLE TO RELATE TIIE FUNCTIONS OF MAN- 
AGBIRNTT TO THE MAJOR JOBS OF THE MANAGER. 



St imulu s 

1. Select a particular small business (or let the students select one) 
and ask the students to brainstorm the jobs the manager would do 
in this business. Ask a student to write them on a flip chart. 

Clarify Problem 

2. Show projectual MP4-1, "The Many Hats Worn by the Owner-Manager". 
Discuss with the students. Compare the projectual with the jobs 
listed on the flip chart. 
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MP4-1 THE MANY HATS mm BY THE OWNER-MANAGER 



SUBJECT 



SERIAL NUMBER 



THE MANY HATS WORN BY THE OWHER^ MANAGER 



Public 
Relations 




Book 
Keeper 




[ncnifMj 



Salesman 




Ian Man 




Personnel 
Man 



Worker 




nCMlfAX fiUAftLf TtANSfARINCY MOUNT 
T\^"m}0" MAiK — U« •WtM" FILM 



Production 




family 
Man 
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3* The purpose of the exercise is to illustrate to the student that 
the manager o£ a small business must do many th.lngs to make a 
business operate well. This means that knowledge is required in 
these areas. Tlie projectual lists only a few of the many occu- 
pations of a manager. For instance: being a salesman (or selling) 
is only a small part of tiie marketing iob. llie instructor can -rse 
;:he projectual as a stimilus for delving furtlier into tlie jobs of 
the manager. 



Provide Information 

4. Read Sections 2 and 3 of the Readings. 

NOTE: Before dealing v/ith the jobs of the manager, I-. :tion 2 of 
the Readings will first consider the functions of manage- 
ment. 



2. Jobs of the Manag er 

The jobs or activities of the manager in directing an 
organization towards its goal are numerous. Only a few will 
be considered here, but class discussion will bring out many 
more. The major jobs of a manager are: marketing, personnel 
management, bookkeeping and production. Each of these big 
categories of jobs can be broken down furtlier into smaller 
jobs. 

Marketing, for instance, is the job of getting the pro- 
duct (s) or service (s) to a customer. Invrlved in marketing 
are numerous sub -categories of jobs such as: ordeiing, pur- 
chasing, stockkeeping, pricing, selling, promoting, advertis- 
ing and displaying. 

In the personnel job, the manager moust sec to such activ- 
ities as interviewing, hiring, training, encouraging, morale, 
enforcing, disciplining and giving orders. 

In accounting and bookkeeping, the manager must record 
sales, prepare fii>ancial statements, make deposits, jyiy bills, 
record and pay ta:ces, arrange for loans, make payments on 
loans, handle customer credit, set credit policy, prepare pay- 
roll, handle bad debts, analyze financial statements as v/ell 
as other jobs. 

All managers will not necessarily do all of these jobs. 
Depending on the size of the business, some cf these jobs iray 
be performed by other eiiq)loyees. When this liappens, the man- 
ager must co-ordinate the work of these people so he gets the 
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information necessary to do his job of guiding the business 
to its objective(s) . 

Hie Small Business Management course provides training 
in these and many other areas to prepare you for the job of 
managing a business. You may need some experience before you 
can. do all the managing yourself, but the course will provide 
the necessary background for you to learn quickly on the job. 



3. Functions of Management 

In performing his jobs or activities, the nianager per- 
forms four basic functions. A study of these functions will 
help you to understand the nature of the work of the manager 
in guiding the business organization to its goal(s). An an- 
alysis of the four functions of management will tell you what 
management does. Hie functions of management are: 

Planning 
Organizing 
Directing 
Controlling 

a. Planning 

Planning involves checking all relevant iiiformation 
assessing likely future developments and coming up 
with a recommended course of action or plan. 

It is the manager's idea of what he expects the business 
to do in a certain period of time. This means the man- 
ager will try to foresee the amount cf profit the busi- 
ness will produce. To do this the manager must estiiTiate 
tlie revenue and expenses of the business. 

To estimate revenue, tlie manager must consider his future 
sales. IVho are his custoiaers? What are their incomes? 
How much are they likely to buy from him? What products 
or services do tiir-y want? 

To estimate expenses, a detailed examination of all ex- 
penses is inportant. This may mean checking other sm- 
ilar businesses for an idea of v4iat expenses are 
involved, or it may mean consulting someone who is fam- 
iliar with the expenses involved. 

Planning involves the review of all aspects of a business. 
In addition to the profit plan, the nanager must also 
consider personnel, production, and marketing plans. 
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Planning for a business normally involves a long-term 
plan (five, ten or even fifteen years) and a short-term 
plan (a few months, a year or two). 

Some of the questions a plan should answer are: Is the 
financing adequate? Are costs being controlled? How 
will the business be adjusted if there is unexpected 
competition? Are employees being trained to give the 
desired service? 

Planning is largely a pencil and paper job. It is the 
operation of the business on paper. By trying to foresee 
the future needs of the business, many mistakes can be 
avoided. It is cheaper and much less disastrous to make 
mistakes on paper than in the actual operation. 

Organizing 

The second management function is organizing. To be of 
use, plans have to be carried out. Organizing means ob- 
taining the necessary resources of men, materials, ma- 
chines and money and setting up the business where and 
in the way that these will work together. It may be the 
setting up of an outfitting can^), a general store, a ser- 
vice station or a taxi business. Organizing will mean 
seeing to thr purchase of the necessary buildings, land, 
equipnent. machines and stock. It will also mean hiring 
the right people when they are required and determining 
their work, responsibilities and authority (determining 
what each en5)loyee will do, v/hen, where, and how). 

Organizing therefore involves doing tlie things necessary 
to carry out plans. 

Directing 

Ihe tunction of directing applies to the eii5)loyees. It 
includes the supervision, leadership, order-giving, and 
motivation of, as well as the communication with, em- 
ployees. If the business is to be a success, the employ- 
ees must be effective in doing their job* The manager 
has a real responsibility in ensuring that employees are 
capable of doing the job. Tne manager in his function 
of directing must see to the training and disciplining 
of eii5)loyees. The manager must co-ordinate the efforts 
and promote good idorale to encourage better eii5)loyee per- 
formance . 

The directing function is an on-going one which will take 
the manager's constant consideration. Without good dir- 
ection, the best laid plans and best method of organiz- 
ation may mean little. 
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d. Controlling 

Controlling involves measuring the performance o£ the 
business. Its function is to see that the plans and 
objectives are being reached. If not, then corrective 
action may be necessary by new plans or better organiz- 
ation. 

At the end of the year, the books of the business will 
indicate if the financial goals were reached. If the 
profit was too low, new ways of increasing it will be 
necessary. The controlling function, therefore, evalu- 
ates the performance of the business in its financial, 
personnel, marketing and production activities. Control 
is required in the area of sales, costs, profits, output, 
quality, labour turnover, .accidents, employee morale and 
labour relations. 

The four functions of management are involved in many of 
the jobs or activities of managers. These functions will 
be studied in detail later in the course. A lesson will 
be devoted to each of the functions. 



5. Discuss the Readings. Using Projectual MP4-2, "Functions of Man- 
agement", make sure the students understand the four functions of 
management and, how these are coordinated. 

6. Read Section 4 of the Readings. 



4. Relationship of Manager Jobs and Management Functions 

The management functions are overriding considerations 
which the manager must deal with in carrying out his role as 
manager. As we mentioned previously, even if the manager 
assigns the responsibility for a specific job to another em- 
ployee, the manager will still be involved in the management 
functions associated with the job. 

Book-keeping and accounting are jobs associated largely 
with planning and controlling. 

Personn<=^l management requires all four management func- 
tions : plar.ning is involved in determining what personnel 
is required; organizing is involved in setting our the nec- 
essary* responsioilities, authority and accountability; dir- 
ecting is involved in supervising the employees in their day- 
to-day work; and controlling is involved in the review of 
performance of employees. 



MP4. 

MP4-2 TllE FUNCTIONS OF MANAaM:Nr 
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Tlic other jobs of managers (marketings productions, etc.) 
also involve sone or all of tlie four futctions. Review your 
list of manager jobs and determine uliat fuictions arc in- 
volved in each. 



?• Discuss tlic Readings. 



Indicator 

8. To test tlie students' inderstanding of the interrelationship be- 
tween management functions and jobs, najie various jobs of tlic man- 
ager and ask tlie students to indicate whidi functicms apply and 
wliy. 

Below are some exajiplcs: 

Personnel management is part of botli the directing and organizing 
functions. (Morale in tlie business and disciplining are part of 
directing. Hiring or recruiting procedures are part of organi- 
zing.) 

Bookkeeping and accounting jobs are aspects of the planning and 
controlling functions. Bookkeeping provides the necessary infor- 
mation for planning as well as for checking up on the business 
(controlling). Accounting interprets the results of the business; 
tliis is essential for both planning and controlling. 

NOTE: If the student can understand the interrelationships of 
the various jobs and the functions of management, future 
lessons will have more meaning and relevance. 

9. Read the Case MP4-1, "Many Irons In tlie Fire". Have students work 
in small groups. Ask tliem to list all the exajiples of planning, 
organizing, directing and controlling they can see Bob Casey do • 
in the case. 

Then regroup students in a large group. Have students list their 
examples for each function and have them discuss these. 

The following are soma of the points which the students may classify 
under the appropriate headings of planning, organizing, directing 
and controlling. 

a. Marketing - What products and services should I sell? What 
price should I charge? How should I promote my business? How 
can I increase iiy sales?- 
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h. Production ~ Sh.ould I make or buy ny products? (for exam- 
ple, food for restaurant)- How nrucli should I make? How much 
inventory should I keep? 

c* Business Organization - Siould I set nyself up as a limited 
conpany or just leave it as a private family business? What 
are the advantages and disadvantages of becoming a limited 
conpany? 

d. Record Keeping ~ Wliat records should I keep? How can I tell 
whicli part of m/ business is making money and \>jiich part isnVt 
Wliat records do I have to keep for tlie government? What re- 
cords does the oil company require? How can I tell how much 
profit I am making? What are my expenses in operating the 
business? 

e. Finances - How can I figure out how mucli money I need to keep 
my business going all year? Wliere can I borrow money? How 
mucli will it cost me to borrow money? How much can I afford 
to pay back jper montli? How mudi money should I draw out of 
the business each montli? 

f. Credit - How mudi should I let people charge up? How can I 
collect bills people owe? 

g. Managing People - How much help do I need? What jobs will 
tliey do? Where and how cau I get good help? How much should 
I pay them? How can I make sure they do a good job? What do 
I do if they aren^t working efficiently? 

h* Personal Finances - How can I keep my family finances separate 
from the business? How can I keep a family budget? 



OBJECTIVE 3: THE STUDENT WILL BE MARE IHAT MANAGEMENT IS A DYNAMIC AND 
ON- GOING PROCESS. • . 



Stimulus 

1. Ask: '*At what stages in the business operation does planning take 
place? Does planning take place only prior to starting a business? 
Does controlling take place WLY at the year end? When do organiz- 
ing and directing take place ?*^ 

Clarify Problem 

2. Have students consider the following situations: 

a. Altliou^ tlie plans for the business call for expansion, 
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an economic downturn or recession takes place; wliat planning 
is now required? 

'b. There is a decrease in sales and less staff is required; what 
should be done with the extra staff? Is this a change in or- 
ganization? 

c. En^loyees are not doing their job adequately; what action 

should be taken? Does this involve control? Does it involve 
directing? 



Provide Information 

3. Read Section 5„of the Readings and discuss. 



5. Management as a Process 

It seems logical to consider the four functions of man- 
agement as following one another in the sequence they were 
given above. Although this is a logical approach which is 
followed by a new business, the four functions are on-going 
in an operating business. There is continuous planning and 
controlling. Changes in organization are made whenever a 
correction is required. Directing is also a continuous activ- 
ity. 

Management is therefore considered a process. The func- 
tions never really stop.- Planning cannot stop if the busi- 
ness is to survive, neither can the other functions. ' In fact, 
a number of the functions may (and must) be conducted simi- 
taneously. 

The manager must always keep these functions in mind if 
he is to keep the organization moving towards its objectives. 



4. Read Section 6 of the Readings. 



6. Summary 

Now that we have seen the jobs of the manager and we 
have seen the functions i^diich make up management^ we can de- 
fine management as the co-ordination of all resources through 
the processes of planning, organizing, directing and con- 
trolling in order to attain stated objectives. 
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The balance of the Small Business Management course will 
deal with the tools, skills and the knowledge \>iiich are re- 
quired to carry out the functions of management. The field 
of Business Management is vast and the job of managing can be 
con^lex. The Small Business Management course will prepare 
you to do the planning, organizing, directing and controlling 
functions, in business or any other organization with 
which you may be involved. 



Indicator 

5. Have the students consider an outfitting carnp business. 

a. What planning is required prior to starting the business? 
During the first year? Prior to starting the second year? 

b. What organizing is required prior to starting a business? 
In each year of operation? 

c. What does management do in directing? . When does management 
direct? ' 

d. How does management control: 

(1) the finaiicial aspects? 

(2) the employees? 

(3) the quality of service given tourists? 

NOTE: Student discussion should show an awareness of the fact 
that management is a dynami-C and on-going process: 
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SUBJECT MANAGEMENT PROCESS 



LESSON MP4 WHAT IS MANAGEMENT? 



CASE MP4 - 1 
MANY IRONS IN IHE FIRE 



INTRODUCTION 

Bob Casey, a Native persca, owns and operates a cafe, a service 
station, a motel and a bulk oil and gas busiaess. He is a nian with 
"many irons in the fire," 



BACKGROUND 

Ic took Bob a long time to set iq) his business. Ihere was a lot 
of hard work and worry in it. 

At first Bob worked for a ccnstruction coii5)any building houses, 
then for a garage doing welding and mechanic work. Bob had quite a few 
qualifications for these jobs, tfe had gone to technical school and 
learned caipentry, weilding and mechanics. He didn't like working for 
other people so he kept his eye open for a chance to g^t into business 
for himself. 

Bob's first idea was to start a service station on the main high- 
way leading iato the northern part of the province. He wrote to all 
the big oil coiipanies to see if they would lend him the money to gpt 
started. None of the oil coii5)anies seemed too interested at first be- 
cause Bob didn't have any money of his own saved up. They wanted him 
to finance part of the operation himself. Bob met the same problem 
when he tried to gpt a loan from the government. Ihe government also 
wanted to be siore he could put up part of the mctiey himself. 
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Finally after working on different carpentry and mechanics jobs 
for five years Bob Casey was able to save up enou^ money to pay for 
part of the costs of setting up a servdxe station. The oil conpany 
gave him a loan to help pay for materials for the building (which Bob 
built himself) . They also sold him tlie gas tanks and some equipment 
on credit. The goveniment gave him a loan to buy the land near the 
higjiway.. Since Bob did all tlie work himself, he had enou^ money left 
over to build a cafe beside tlie garage. This was a real good thing. 
People J iked to stop and eat and buy things at the same time they pur- 
chased gas. Bob's wife, Eva, looked after the cafe while Bob ran the 
service station. Even the kids helped wait on tables and serve gas, 
Hiis business was a real family affair. 

Bob Casey* s service station and cafe were the only ones on tlie 
northern highway for 100 miles. This meant a lot of people stopped by. 
Many of them asked about a place to stay for the nig^it. This gave Bob 
the idea to build some rooms that he could rent. And after saving some 
money he built tliree motel rooms on the side of the cafe* Ibis fitte'x 
in real good. Now he could offer people food, car service . oil, 
repairs) and a place to stay for the ni^t (lodging) . 

As business increased Bob found his family could not m all the 
work that had to be done. He hired a mechanic for thxt c^d^r service. 
Also his wife needed help in the busy season in tAe kitchea. 

Business was good in the summertime (durijig txmvh t sq:q^$,cC) but 
not in the wintertime. Bob hardly made a living for his fajriliy in the 
winter. He had to find some way of making moriey all /ear romd. Bob^s 
chance came vjien the oil conpany gave him pejm5r>io)'i to bmld a bulk 
storage tank for fuel oil. Now Bd) could ^,eil !;t;atmg oil to Till the 
houses, outfitting canps and mining coiip3riie5 iu the aiiea. Since there 
were no biailt-i;?) roads into most \'lllagp^i rAl the oil hud to be delivered 
in the winter over frozen lakes bpA jnusk^*.^, ihis rr^^arit Bd) had a lot of 
sales in the winter from fuel oil 2S m^ll as hi s\mmT from the ser- 
vice station, cafe and motel. 

Bob explained it this way, '*rw; got tc have a lot of irons in the 
fire to make a go of tilings. I C0;)idn*t ip>ixe a living on just one line 
of business. When I pat tU3 from rdl fcur part.s of ny business 

together it gives me a gcx^d y<^':x rgi-.ad jjrACja;:^- I can pay all itty bills 
and still have enov^i ronoy leit CA^r ieeA dress my family. Mind 
you, we all have to voit tc>/^eth^.jr t;: £aV.<i thfj kind of a living. Sure, 
I have a lot of vonies but at ir^^t 1'?^, wc/Aing for iryself. It's not 
bad doing all tiieso jd^^^^ wb-.^ii your t>m business. There sure are a 
lot of jobs to do thou^i!'^ 
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MANAGEMENT PROCESS 



LESSQN MPS WHAT IS S^IALL BUSINESS? 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Before proceeding witli tliis lesson it might be worthwhile to ask 
tlie students what they have learned to date. Ask them to suirniarize in 
their own words what they felt was important in previous lessons. This 
should provide the instructor with very valuable feedback on how the 
students are learning. Can they see how tiie lessons tie together? Tlie 
instructor can decide whether some points require clarification or 
whether the students are ready to progress. 

In this lesson the student lock^> more precisely at what is involved 
in small business. Tlie term, ''small business*', actually means different 
things to different people. Most persons use the word to describe the 
service station, hardware store, independent general store, and the like 
Although the concept is accurate enough for general pui^poses, a more 
precise definition of ''small businesf^** i5> needed as a basis for a Small 
Business Management course. 

In addition to learning more precisely v/hat Small Business is, the 
student will look at some o f the benefits of going into Sinall Business. 



OBJECTIVES 

1. The student will be able to define in h:is own w^rds **small business 
and vhen given exaiiq>les of businesses^ he will be able to indicate 
whether they are large or small businesses. 

2. Hie st\:uient will be aware of the advantages and disadvantages of 
going into a small business. 
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RESOURCES REQUIRED 

1. Flip cliart 

2. Projectual MP5-1, "Small or Big Business" 



MEIHODOLOGY 

1. Hand out the Readings. 

2. Read the Purpose and Introduction. 



PURPOSE 

In this lesson you will learn the meaning o£ small business. 
You will also look at some advantages and disadvantages o£ going 
into your own small business. 



IInTTRODUCTION 

Since "small business" can have many different definitions, 
it may be difficult to determine exactly what is meant by small 
business. While some may think a certain, business is small, 
others think it is big. 

. Before learning the tools and skills of small business man- 
agement, it is worthwhile to consider more precisely what is meant 
by the term. First you will compare various meanings which people 
liave given '^small business" and then you will learn a definition 
which appears best for the purpose o£ the course. 

You will then look at the advantages and disadvantages of 
going into a :3:nall business. This will help guide you in .making 
your decisions as well as clarifying your own reasons for going 
into business. . 



OBJECTIVE 1: THE STUDENT WILL BE ABLE TO DEFINE IN HIS OWN WORDS 

"SMM.L BUSINESS", AND WHEN GIVEN EXAMPLES OF BUSINESSES^ • 
HE WILL BE ABLE TO INDICATE WHETHER THEY ARE LARGE OR 
SMALL BUSINESSES. 
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St imulus 

5. Sliow lYojcctual ^VSraall or Big Business'' and ask wliicli is a 

big business :md which is snvill. Discuss why. 

Clarify Problcrm 

4. Ask the students to list tlic cluracterist ics whicli might he used to 
determine u'hetlier a business is large or small. Tliey iiu\* suggest 
sales volume, numl)er of employees, amount of investment, etc. 

^* Indicate tliat since man>' definitions are jxDSsible, tliere is need of 
a more precise definition for tliis course. 

lYovide Infomvit ion 

^. Read Sections 1 to 4 of the Readings and discuss ideas after each 
Section. 
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Sm:Ul Business and Big Business 

Some ways of recognizing small business :iJid hiyr business 



are: 

Sm:ill Business 

a. Fias one or a few owners 
wiio usually also do tlie 
managing. 

b. Usually lias only one 
location but may liave 
several . 

c. Needs a small amount of 
TOney to operate. 

d. lias small dollar sales 
v^olume. 

e. One man rnakes all the 
decisions and does 
most of the jobs. 



Big I^siness 

Has many owners wlio liire 
several levels of m:ui- 
agers. 

May liave one large lo- 
cation or many. 



Needs a large uinount of 
money to operate. 

\i.is large dollar sales 
volume. 

Many men witli different 
titles make the decisions. 
Workers do the jobs. 
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£. Owners know eiiployees 
and customers person- 
ally. 



Owners may know a few of 
the employees or cus- 
tomers. 



Exanple: Exanq^le: 

Shiall grocery or hard- Imperial Oil Coiqjany or 

ware store in a small Eaton* s. 

town. 

Many businesses are no longer small or yet very big and 
are therefore hard to categorize. 



What is a Snail Business? 

The definition \Aiich we will use in this course is: a_ 
business is small if the owner-manager makes all the inport- 
ant decisions with little or no help from expert s. 

The following thi^igs are usually true about small busi- 
nesses : 

a. Management is independent - owners are managers. 

b. The manager does all the management jobs with little or 
no help from experts. The kind of expert help he may 
obtain would be to: 

(1) have an accountant make up his financial statement, 

(2) have an accountant make up his income tax return, 

(3) liave a lawyer draw up a lease. 

But he may also do these things himself. 

c. Equity Capital is put up by one or a few people. 

d. Usually the area of operation is local. Workers and 
owners live in the same coimmity. In the case of re- 
tailers the customers are mainly local. In the case of 
small manufacturers, (for exarrple, a maker of fish hooks 
or handicrafts) the market may be widespread. 

Therefore,when we say that this is a Sfnall Business Man- 
agement courr^e, we mean that it is a course designed to 
train you for businesses where: 

(1) the owner-manager or hired manager makes all the 
critical decisions. 

(2) the owner is one person or a few people who si:5)ply 
all the capital. 
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(3) the manager and workers live in the same coiranun- 
ity, although the products may be sold outside the 
local area. 



"Small does not mean "Unimportant" 

There are many reasons why small businesses are import- 
ant. Some o£ these reasons are: 

a* About S0% of working people are employed by small busi-^ 
nesses, 

b. About 90% of all businesses in Canada are small, 

c. anall businesses are the sources of many inventions, 

d. Shiall businesses encourage competition and hold down 
prices, 

e. Shiall businesses are more efficient than big businesses, 

f* Shiall businesses supply smart, well- trained managers to 
big businesses. 

g. Big businesses depend on small businesses as suppliers, 
consumers and distributors. 

h. ^4ost of today's big businesses were once small, for ex- 
ample. Ford >4otor Company, Kentucky Fried Chicken, Gen- 
eral Motors, Bums ^ Conpany, Canadian Industries Ltd. 

• "S^all Business" does not mean'^asy to Run" 

hiany people think that smll businesses are easy to rwi.. 
This is not the case. A small business has most qf the prob- 
lems of a big business but has only one or a few people to 
make the decisions. 

Both big and small businesses have to look after finan- 
cing, bookkeeping, buying, selling, managing employees and 
dealing with the public. 

In big business there are e:q)erts in each of these de- 
partments. In small business the manager lias to be an expert 
in all these departments, and do all these jobs himself. 
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Indicator 

7. Tlie instructor can list a number o£ large and small businesses and 
have the students : identify them as large or small. Have the stu- 
dents give tlieir reasons. 

You may use suggestions from the following list; but use local 
businesses, if possible. 





Small- Businesses 


Big Businesses 


a. 


barber shop 


The Bay 


b. 


pool iiall (small town) 


Eaton' s 


c. 


comer store 


Simpson' s 


d. 


trapper 


Air Canada 


e. 


fisherman 


Kentucky Fried Chicken 


f. 


farmer 


Federated Co-op 


g- 


service station operator 


Imperial Oil 


h. 


outfitter 


a Pulp Mill 


i. 


mink rancher 


a Meat Packing plant 



8. As an alternative or additional indicator, ask each student to list 
thre^ big and three small businesses with which he is familiar and 
say why they are big or small. 



OBJECTI\^ 2: THE STUDEiNT WILL BE AWARE OF THE ADVANTAGES AND DISAD- 
VANTAGES OF GOING INTO A SMALL BUSINESS 



Stimulus 

1. If possible have the students meet a small business operator in the 
classroom and discuss with him the advantages and disadvantages of 
going iiito a small business. 

2. As an alternative have students ''brainstonn" the reasons they want 
to go into small business. List their reasons on the flip chart. 



Clarify Problem 

3. Ask the students: 'TVhat are the advantages of having your own busi- 
ness?" List answers on tiiie flip chart and disci^ss. 

4. Next ask: 'TVhat risks or special problems do you think are involved 
in becoming a businessman?" List the answers on the flip chart and 
discuss. 
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Provide Information 

5. Read Sections 5 to 8 of the Readings. Discuss after each Section. 



5. IVhy Do You Want to go Into Business ? 

There are many reasons why you may want to go into busi- 
ness. Some of the reasons may be: 

a. To be your own boss, so that you can work for yourself 
and be independent. 

b. To supply. a service to your community. 

c. To provide employment for other members of your family. 

d. To have security. You won't have to worry about having 
a job. 

e. To make money. 

f. To control prices in your community. 

g. To take a chance. 

h. To do something cliallenging. 

You may be able to think of other reasons. i 

6. ' Rewards of Going Into Business for Yourself 

What rewards and advantages do you have in owning your 
own business? 

a. As owner -m^mager or businessman you can have more inde- 
pendence than you would have in working for someone else. 

b. -You. are free to try out your own ideas. This may not be 
possible io working for someone else. 

c. You reap all the financial gains. When the business 
makes a profit you prosper. 

d. There is pride, status and prestige involved in owning 
a business. People recognize that you are inqwrtant. 

You may be able to think of other rewards . 
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Risks or Disadvantages of Going Into Business for Yourself 

Tliere also may be disadvantages involved in ouning a 
business. Tliere may be risks and special problems you will 
face when you start your business that you would not have in 
working for someone else. For example: 

a. Bt^siness income may be irregular. Some reasons for this 
are: 

(1) Sales may fluctuate a lot due to poor crops and 
lack of jobs in your community. 

(2) You may make bad decisions and lose a lot of money. 

(3) Strong competition may reduce sales aiid profits. 

b. Owning your own business means making all tiie decisions 
yourself. You do not have the iponey to ]iire exjoert Jielp 
like big businesses do. You have to do such jobs as 
bookkeeping, displaying merchandise, and dealing witli 
people . 

c. You have to work longer hours than wage eaniers do. You 
liave the worry about your business 24 hours a day, 
seven days a week. 

d. You are subject to many laws and regulations hnposed by 
municipal, provincial and federal governments. A lot of 
work is required to learn these regulations. If you woi^k 
for someone else you do not Imve these problems, 

e. You have problems with hired help. Mien you are tlie boss 
you are no longer "one of tlie boys*\ 

f. 'Hie re is a risk involved in being an owner-manager, be- 
cause many businesses fail. 



Summary 

A small business is one where the manager makes all the 
decisions, and supplies all or most of the money. Small busi- 
nesses are important. They are not easy to run because the 
manager has to be an expert in many different jobs. 

Tliere are many reasons why you might wajit to go into 
business for yourself. Tliere are satisfactions to be iiad in 
business, but there are also some risks. If you take the tijne 
to study about business and to plan carefully you will have a 
much greater chance of being happy and successful in your 
business. 
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Indicator 

6. Ask tlic students to do an ovemiglit exercise which is to be handed 
in the following day. 

a. Tell them to write down the type of business into wliich they 
might consider going, and to explain it to the best of their 
ability, listing the advantages and disadvantages of tliis 
bus iness. 

b. If some students have not as yet decided on a specific busi- 
ness, ask these students to pick a tentative one and do the 
same exercise. 

c. If some students are not going into small business but wisli 
to work for a large business, the government, or a native 
association, ask tliese students to indicate the reasons why 
they are not considering small business. 

7. Have tlie students discuss the exercise the following day with each 
student presenting liis views. 

8. Ilavc the students hand in their exercises. Examine the exercises 
for the students' ability to express ideas in writing as well as 
presentation, and make comments whicli give support for ideas, etc. 
but whicli also provide suggestions for inprovement. 
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LESSON PMl 



INSTRUCTOR'S GUIDE 



OVERVIEW 

In lesson MP2, 'Tlie Individual and His Needs'' the student was 
introduced to the hierarchy of human needs. We saw, in that lesson and 
the following one, that organizations help satisfy these needs. 

This lesson continues in much the same vein but takes a different 
point of view. We will look at the worker to see why he works. The 
student will see that money is important to fulfill basic physiological 
needs but that the other needs mentioned in the previous lessons are 
also satisfied by work (for example, recognition, prestige, and friend- 
ship needs) . 

This lesson also stresses the need for the students, as future 
managers, to be aware of the human needs satisfied by work. There is 
a tendency for managers to think an increase in pay will solve most 
problems. 'This can be costly for the business and may not solve other 
personnel problems which stem from some otlier cause. 

Tlie instructor should encourage students to volunteer their per- 
sonal experiences throughout the lesson - anyone who has liad a job will 
be able to discuss reasons for which he worked, as well as factors 
which tended to encourage better work or factors which tended to dis- 
courage his or her performance. 



OBJECTIVES 

1. The student will be able to list reasons other tlian money which 
motivate people to work. 
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2. Hie students will be able to illustrate how they can benefit as 
future inanagers by the knowledge of why people work. 

3. Hie students will be able to suggest ways of handling conflict 
situations when these arise in a business as a result of a differ- 
ence in worker needs. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Flippo, Edwin B. Management, A Behavioral Approach . Boston: Allyn 
and Bacon, 1970, pp. 100 - 117. 



RESOURCES REQUIRED 

1. Case PMl-1, 'Money Isn't Everything" 



METHODOLOGY 

1. Hand out the Readings. 

2. Read Purpose and Introduction* 



PURPOSE 

In this lesson you will look at some of the reasons why peo- 
ple work. In addition you will discuss possible conflicts which 
niay arise between the workers and the business manager due to their 
different. interests. 

INTRODUCTION 

You will recall £."^om the lesson MP2, ''Tlie Individual and 
His Needs*', that we all have needs and wants, and that these are 
satisfied in the order of a hierarchy; some needs must be satisfied 
before others can be. 

In this lesson we will see that the reasons people work are 
closely associated with this hierarchy of human needs. It is im- 
portant for a manager to be aware of the needs of his enployees in 
order to better satisfy these needs and so have happier and more 
productive enqjloyees. Knowing why people work helps us to under- 
stand them better. And better understanding aids in resolving any 
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conflicts which arise. 

If you ask anyone 'TVhy do you work?", he will probably tell 
you "TO MAKE MONEY." 

Most people will agree tliat the need to earn a living (or the | 
need for money) is a very iji5X}rtant reason why people work. But 
is money the ONLY reason why people work? 

As a future manager, you will know, tlie reasons why people 
work. iTiis will help you to understand the employees v;ho worK for 
you. 



OBJECTIVE 1 : TIE STUDENf WILL BE ABLE TO LIST REASONS OTHER THAN MDNEY' 
WHICH MOTIVATE PEOPLE TO W3RK 



Stimulus 

3. Pass out Case FMl-1, "Money Isn' t Everything". (The case tells us 
that Paul Cook turned down a job paying twice as mucli as another 
one.) 

4. Read the Case. 



Clarify Problem 

5. Discuss questions at the end of the case. (Tliese questions are de- 
signed to get participants thinking about the idea tliat money is 
not the only reason people work.) 

a. Qaest*ion 1: *s 
'TVhat did Paul mean when he said money isn't everything?" 

Try to get the- stulents to put themselves in Paul's shoes. 

b. Question 2: 

Can you Fist some reasons why Paul took the poorer paying 
job?" 

In handling question 2, have one of the students list the 
group's suggestions on the flip chart. 

Some reasons you might probe for are: 

(1) the need to be with his family 

(2) the need to be with his friends at the mill 
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(3) the need to feel secure in his own home town. 

NOTE: We would suggest that the instructor not spend too 

much time on the case at this point. It may be better 
to go on to the Readings and come back to the case 
again. 



Provide Information 

6. Read Sections 1 and 2 of the Readings. 



CONTEXT 

1. Satisfying liuman Need s 

Man's first need is to stay alive. That is, he must have 
food, shelter and warmth before he cares miich about other 
needs. Once a need is satisfied it becomes less important. 
That is, man's desire to satisfy a need becomes weaker as that 
need is satisfied. Take the following exajT5)les: 

a. Wlien you are starving you have a strong desire to get 
foo<i. But once you Jiave enough food the urge to get 
more food will be weak. 

b. If a worker is getting poor wages he may have a strong 
urge to earn more money. He Riay be willing to work on a 
harder, dirtier job to get mere money. However, once he 
lias enough money, the urge to earn more money won't be 
as strong. He may take on an easier job where the work 
is cleaner, even if it pays less money. 



2. Reasons Miy People Work 

Before we list the reasons why people might work we 
should point out that most people work for more than one rea^ 
son, and different people work for different reasons. 

Here are some possible reasons why people work: 

a. So they can do the things they want to do 

b. To feel safe (secure from danger) 

c. So they can be with people (make friends) 

d. So they can get ahead and be important (prestige) 

e. So they can tell others what to do (have power) 

f . To maice money (earn a living) 

g. To keep themselves from getting bored 
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h. To get away from the wife (husband) and family. 

You can see money is not the only reason that people 
work altliougli it is probably an important reason. Wlien a 
person works he may be satisfying many needs. For example, 
when Paul Cook took the job at the local lumber mill lie sat- 
isfied many of liis needs. 

a. lie got money so he could keep his family fed and warn. 
(>b;iey would also make Paul feel secure.) 

b. lie could stay home with his family, tlierefore he satis- 
fied his need for belonging and love. 

c. lie liad friends working at the mill, lliis satisfied his 
need for friendship and recognition. 

d. By working in his home town, Paul is doing wkit he al- 
ways wanted to do. 

Paul's brother, however, would probably have taken the 
job up in Snow Lake that paid twice as much money, lliis shows 
that he places more importance on the need for money tiiaji he 
does on the need to be with friends and loved ones. 



7. llie instructor could ask each student to place a number (from 1 to 
8) beside each of the reasons for working listed m Section 2 a 
in above Readings, indicating its relative importance to him per- 
sonally. 

y 

Tliese individual results of the exercise could then be listed on 
the flip cliart to give the students some indication of the differ- 
ences that exist within their own group on the reasons why they 
work. 



Indicator 

8. Have tlie students discuss the ratings placed on the flip cliart and 
add other reasons they personally have for working or reasons people 
they know liave for working. 



OBJECTIVE 2: TFIE STUDEWfS WILL BE ABLE TO ILLUSTRATE HOW THEY CAN BENE- 
FIT AS FUTURE MANAGERS BY THE KNOWLEDGE OF WHY PEOPLE WORK 



Stimulus 



1. Read Section 3 a of the Readings, 
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3. Why is it In^rtant to Know Why People Kbrk? 

a. To answer this question think of the following situ- 
ation: You have been managing your own business for 
many years and you feel it is now time you took it a 
little easier. You decide to promote your best helper 
to manager so he can take over a lot of the work and re- 
sponsibility* 

You offer your best helper one hundred dollars ($100.00) 
more a month to take on the manager's job. He refuses 
to take the new job. You offer him one hundred and 
fifty dollars ($150.00) more a month and he still re- 
fuses. How can you explain your helper's actions? 

If you think that people only vork to make money, you 
won't be able to explain why your helper refused the 
manager *s job; after all, he had a chance to earn one 
hundred and fifty dollars ($150.00) a month more. If, 
however, you know that people have many different levels 
of needs you may be able to think of some possible rea- 
sons why your helper refused the promotion. 




Clarify Problem 

2, The iiistructor can ask one of the participants to list on the flip 
chart suggestions by the group that may explain why the helper 
refused the promotion. 

Some possible reasons (in terms of human needs) are: 

a. his. need for money may have been satisfied already, therefore 
he doesn't feel a strong urge to take the manger ^s job only 
because it pays more . 

b. his need for security may make him want to keep his helper's 
job. Maybe he is afraid to take on the responsibilities of 
the manager. 

c. he may feel the other helpers will hate him if he moves up to 
the manger's job; therefore, his need to be "'one of the boys" 
(that is, need for friendship, belonging) niade him refuse the 
job. 

d. he may have felt that he had no desire for the manager's job. 
That is , his need for acconplishment was being satisfied on 
the helper's job. 
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lYovide Information 



3. Read Sections 3 b and 4 of the Readings, 



b. Hie different human needs help to explain wliy people act 
the way tliey do. If you know which of your worker's 
needs are not being satisfied, you may be able to help 
him satisfy these needs in his job (and thus motivate 
hijn). Now you can see tliat it is important to know 
these different levels of human needs. 

For Example: 

If you know your worker needs to feel jjiportant, have 
self respect , and respect of otliers, you, the boss, can 
make sure you show respect for him by asking his ideas 
on different subjects, praising him for good work, and 
by treating him fairly. 

Wlien we say "IVliat motivates people", we mean *'What moves 
them to action?'* or "What urges them on?" 



You can see tliat money is a big nK>tivator. 
also otlier tilings that motivate wo.^kers. 



But there are 



4. Understanding Some of the Needs Satisfied by Work 

We saw that the individual lias needs and that some of 
these needs are satisfied by work. Let us consider more 
specifically the factors that can help motivate people in 
their jobs the aspects of a job that meet the needs of 
workers . 



are: 



Some of the factors which help satisfy tlie workers 



Pay : This permits the worker to satisfy some of his 
physiological needs. Pay can also be the means of satis- 
fying other needs. Vfe often find status and prestige 
satisfied by the money a worker receives. If a worker 
receives more money than another, he may tend to feel the 
prestige of a mere important job. Thus pay can satisfy 
physiological needs, the need for security, and ego needs 
(esteem) . 

Security : Tlie need for security can rate very higii es- 
pecially if me person's job is threatened. Job secur- 
ity is assocmted with our need for safety and, as 
k 
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such, is one of our most basic needs. 

c. Comfortable and Attractive Iforking Conditions : TTiese 
working conditions satisfy physiological (body) needs as 
well as our need for prestige. 

d. Friendly Wbrkers : Working with people who are friendly 
makes one feel accepted and loved. It is usually nec- 
essary to get acceptance from the people with whom you 
work in order to satisfy social and estean needs. 

e. Credit for Wbrk Done : Credit for work well-done helps 
fill the person's need for esteem, his need to be re- 
cognized. 

f . Opportunity to Advance : Workers need to see that they 
can move ahead even though they may never do so, Tliis 
fills or satisfies a self need (need to achieve, need 
for self-esteem). 

g. Competent and Fair Leadership: TTiis desire comes from a 
security need: to know that you will be treated fairly. 
Also, fair leadership means less damage to the ego (self) 
of the worker. In addition, since there is confidence in 
coJTipetent leadership, it provides security. 

It is valuable to people in management positions* to know 
the needs which can be satisfied by work. They will then 
understand their employees better, and be in a better position 
to provide a good relationship between the worker and the 
business. 



Indicator 

* 

4. Have students brainstorm tJie advantages of a manager knowing why 
people work and list their suggestions on a flip chart. 

5. Have students discuss how this knowledge might have changed some 
of their own experiences with managers or foremen if these per- 
.sons had had note insight into the reasons people work. 



OBJECTIVE 3: THE STUDENT WILL BE ABLE TO SUGGEST WAYS OF HANDLIM] CON- 
FLICT SITUATIONS WHEN THESE ARISE IN A BUSINESS AS A 
RESULT OF A DIFFERENCE IN WORKER NEEDS. 
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Stijmiliis 

1. Refer to the needs and waiits satisfied by work as listed in Section 
4 of the Readings. Have students suggest any types of conflicts 
which might result between the worker and the business. Also ask 
them to add their personal experiences v^iere business objectives 
and worker's needs were not compatible. 



Clarify Problem 

2. liave students discuss the pros and cons of the conflicts. 



Provide Information 

3. Read Sections 5 and 6 of the Readings. 



5. Conflicts Between Worker Needs ^ Business Organizatio n Ob- 
jectives 

It is possible for conflicts to develop between the 
worker who is trying to satisfy his needs and the business 
which lias certain objectives to reach. 

If workers want r^re pay tliati the business can afford 
to pay, a basic conflict will result. This will have to be 
resolved or the wrker may find it better to leave. 

Mother conflict which can arise is the disinterest of 
tlie enployee in his job. The manager wants a worker v^ho is 
willing to do a good job for his pay. 

Although tht conflicts which may arise are numerous, it 
is the manager's job to direct the business towards its ob- 
jectives. How will the manager arrive at a balance between 
keeping the workers satisfied and still keeping the business 
progressing towards its objectives? Sometimes it is not 
possible, and the worker will have to find some other enq^loy- 
ment. At other tiaies the manager and the worker, by dis- 
cussing the prcl)lem, can work out some suitable solution. 



6. Lessons to be Covered in tl-^e Personnel Management Subject Area 

PMl Why People Work 

This lesson examines some of the needs and wants 
fulfilled by working. 
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What Is Personnel Management ? 
This lesson points out what personnel management 
is, why it is important, and some of the jobs 
it involves. 

Different Types of leaders 

The style of leadership varies depending on the 
individual who is the manager. TTiis lesson dis- 
cusses characteristics of different types of 
leaders and the implications each style has for 
other people in tlie business. 

Morale in Your Business 

Loyalty, respect and willingness to do a good 
job are desired characteristics in employees. 
Ibwever, a manager must eaxn these attitudes by 
treating his employees properly. This lesson 
points out some things that will increase morale 
in the business. 

Establishing tlie Need for New Employees 
This lesson suggests tliat when new employees are 
needed the manager should carefully evalu3.te what 
jobs they will have to do and wliat qualifications 
are needed. 

The Searcli for New Biiployees 
This lesson discusses ways to go about getting 
applicants for any job(s) you, as. the manager 
want filled. 

Interviewing Job Applicants 

This lesson covers procedures tliat should be 

followed wlien interviewing job applicants. 

Selecting the Best Man for the J ob 

Tliis lesson disciisses things you"s]iould consider 

when selecting enployees. 

Training Personnel 

Too often employees are not trained properly and 
therefore do unsatisfactory work. This lesson 
suggests an approach to use in training employ- 
ees. 

Giving Workers Responsibility 5 Measuring Their 
Performance 

If workers are given responsibility for certain 
jobs it is only fair to advise them of their pro- 
gress. This lesson discusses methods that should 
be followed in this regard. 
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PMll : Communicating With Enployees 

As this lesson points out, effective personnel 
management can only be achieved if there is 
good communication between manager and employ- 
ees. 

1^112: Be A Good Listener 

to be a good coriimmicator you must have the 
ability to listen to what other people say. 
This lesson discusses the in^wrtance of listen- 
ing. 

FM13: Roadblocks to Communication 

Effective communication is" not always possible 
because of certain factors. In this lesson you 
will examine these factors. 

FM14 : The Grapevine 

As this lesson suggests, facts are often dis- 
torted if not fully and coir5)letely explained. 

r^5: Disciplining Your Employees 

Hiere are certain times when discipline is nec- 
essary. This lesson discusses right and wrong 
ways to discipline employees. 

Rvll6: Different Pay Plans 

In this lesson you examine different types of 
pay plans that are appropriate for different 
kinds of work. 

PM17 : Labour Legislation 

This lesson points out that provincial regu- 
lations affecting rates of pay, holidays, over- 
time, etc. are in force. You must adhere to 
these regulations. 



4. Read Section 7 of the Readings and discuss. 



7. Summaiy 

People work for a number of reasons. Basically they 
need the money they earn in order to buy the necessities of 
life. But most people work for other reasons as well. The 
manager, by understanding the workers, can do a better job of 
running his business and at the same time give his enqplbyees 
more satisfaction. 
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The future lessons in the Personnel Management subject 
area will provide more information on how to do a better job 
of managing workers, in a business. 



Indicator , 

5. Have students refer to the list of conflicts prepared in the 

above stimulus. Ask them to discuss possible ways of approaching 
each of tlie conflicts. The students should remember to put 
tliemselves in the position of future managers, and thus, respons- 
ible for meeting the business organization's objectives. 

NOTE: The intention is to get students thinking in terms of 

human relations rather than in the authoritarian way wliere 
the manager is the final word; on the otlier liand, they can- 
not be "softies" who bend to every wish of the workers. 

If students do not seem to grasp this intention, review this 
lesson and previous ones, providing more information. 
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SUBJECT PERSONNEL MANAGEMENT 



LESSON PMl IVIIY PEOPLE WORK 



CASE PMl - 1 
MONEY ISN'T EVERYTHING. 



Paul Cook, who lives in a smaU town called Stoney Point, is mar- 
ried ajid has seven kids. Since there isn't much industry in Stoney Point ' 
(ju^t one lumber mill) Paul has gone away from home to find most of his 
jobs. Paul is a carpenter and in the past ten years he has often had 
carpentry jobs tJiat were far "from Stoney Point. For example, the last 
job Paul had i^as with a 'Jranium-mining operation up north. He was up 
there for eight months, and althougli he earned good wages, he missed his 
family and friends back home in Stoney Point. 

For a while after the job at the uranium mine, Paul was laid off and 
at home with his family. Since knew he couldn't go without work too 
long, he looked around for a new job. Within two weeks Paul had two job 
offers: a carpenter's job at the local lumber mill which paid $2*50 per 
hoar, and a carpenter's job up at Snow Lake, which paid $5.00 per hour. 

Paul had a hard tiriie deciding which job he should take, but he fin- 
ally decided to take the job at the local lumber mill for $2.50 an hour. 

IVhen Paul told his brother which job he had chosen, his brother burst 
out, 'Wiat the hell is wrong with you! Why didn't you go to work at Snow 
Lake? You could have made tu'ice as much money." 

Paul answered, "Money isn't, everything, you know." 



Questions for Discussion 

1. What did Paul mean when he said, **Money isn't everything?" 

2. Can you list some reasons why Paul took the poorer-paying job? 
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SUBJECr BUSINESS CCMvlUNICATIONS 



LESSON BCl THE CCmJNICATION PROCESS 



INSTRUCTOR'S GUIDE 



OVERVIEW 

The Business Cammunication subject area is one which is ijuxjrtant 
in any business career a person may choose since a large percentage of the 
businessman's time is spent communicating with customers, enployees, 
suppliers, bankers, government agencies, etc. In addition, the business- 
man is usually expected to take an active part in the conrainity affairs. 
His experience and training are valued by the comnunity and good commun- 
ication skills are important if the businessman is to be the conmunity 
leader people expect. 

It is suggested that prior to starting this lesson, the instructor 
discuss with the students the importance of effective communications in 
their lives. Former students in the Small Business Management course, 
after they have gained some experience in business, have stressed the 
importance of the comrtiuni cat ions subject. Many of them indicated a need 
for greater enrphasis on this part of the course, although they did not see 
this inportance while taking the course. 

The whole communications subject is an area in which most students 
have had little or no previous experience. They know little about speaking 
in public, conducting meetings ^ writing business letters and reports. 
It may take considerable practice for them to become proficient and feel 
confideiit. 

The five lessons in the Business Conmunications subject area cannot 
by themselves provide students with the practice they need in Business 
Communication. Therefore, the lessons are presented early in the course 
so that the instructor can provide opportunities throughout the course 
for practice. This may be in the form of students reading lessons out 
loud, writing letters, conducting meetings concerning the students' 
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business projects or student council activities. Students may also act 
as facilitators during the lessons within the Sm^ll Business Management 
group to gain experience in group-leading skills. In this way they help 
the instructor and also gain valuable experience in working with groups. 
They can interview and question resource people visiting the group to 
help develop communication skills. 

Some lessons call for reports, meetings, role-playing, etc., all of 
which provide valuable practice* Since, however, it is impossible to 
foresee the degree of practice in communications needed by the students, 
the instructor should adapt lessons to incorporate opportunities for 
improvement in communication skills whenever he thinks it advisable. 

This first lesson introduces the student to the communication pro- 
cess. Lessons in personnel management later in the course will review 
the process as applied to communicating with employees and will look at 
some of the roadblocks to communication. 

It is worth mentioning again that the lessons are only an intro* 
duction to the topic of Business Communication. If the student is to 
become proficient in the area, he will need considerable practice 
throughout the course. 



OBJECTIVE 

The student will understand what is mean by the term "coirmunications/' 



REFERENCE MATERIAL FOR INgTRUCTOR 

1. Canada Department of Manpower and Immigration, Effective Supervision 
Communication s. A course developed by the Department of Man- 
power and Immrgration, Ottawa: Infoimation Canada. 



RESOURCES REQUIRED 

lo Case BCl-1, "Where are My Parts?" (Have three people tape the tele- 
phone call prior to lesson). 

2. Tape recorder 

3. Flip chart 

4. Film, "Berfunkel" (9 minutes) 
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5. Projectuals: BCl-1, ''Communication Process" 

BCl-2, 'Types of Comraunication*' 

BCl -3, 'Methods of Conimunication" 

BCl-4, 'Tleasons for Failiure in Communications" 



MBTHDDOLOGY 

1. Do not hand out Readings at this time. 

OBJECTIVE: THE STUDENT WILL KNOW WHAT IS MEANT BY THE TERM 
'COMO^ICATIONS'. 



Stimulus 

2. Hand out Case BCl-1, 'Ttfhere are my Parts?". Have students read the 
case as it is being played on the tape recorder. 

Do not discuss case at tliis point, linless it is to clarify 
in,£ormation given in the case. Select tvvo students for a role-play- 
ing situation based on the above case. One will play the role of 
manager, who has inadequately e2q)lained the situation, and the other 
student will play the role of enployee, who does not consider the 
explanation satisfactory. Both are angry. Ask role-players to 
take the situation from vAiere the case leaves off. Each role- 
player is to try to see the point of view of the person whose role 
he is playing. 

The instructor ivill detennine the awomit of time to be devoted to 
the role -playing situation. 

The instructor will observe if the student role-playing the. managers 
position can relate to his position. After the role-play is over, 
the instructor can ask questions similar to the followingt 

a* What caused the problem in this situation? Who was at fault? ' 

b* How could the problem have been prevented? 

What did Fred do or not do that he should have done? 
What should Al Freen have done or not done? 

c. What would you do if you had to settle an argument or misunder- 
standing similar to tJiis one between two of your employees? 

d. What causes people to misunderotand what other people say? 
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Clarify Problem 

3. Hand out the Readings and read the\Purpose and Introduction. 
Relate back to role -play. 



PURPOSE 

In this lesson you will be introduced^, to. the communication 
process, the process of sending and receiving messages. You will 
study: 

1. The meaning of the tenn 'Communication" 
, S. What is involved in the communication process 

3. Some of the ways that people comiramicate 

4. Some guides to effective communications. 

In addition you will briefly discuss the other lessons to be 
covered in the Business Communications subject area. 



I^fTR0DUC^ION 

As owner-manager of your own business you .will have to deal with 
many people. You will be communicating all the time. Communication 
will be iiiportant to you not only as a businessman but also as a 
member of your community. In your business activities you, will be 
in contact with customers, suppliers, salesmen, enployees and people 
from government agencies . In your community you will probably be 
called yjpon from time to time to help plan and participate in local 
activities. 

You will communicate mostly by talking to people. Howeve/, " 
you will also have to write letters, prepare reports, make Speeches 
and conduct Tiieetings. 

In communicating you may have trouble deciding what to say or 
how to say it; you may wonder if the other person will get the meaning 
that you want him to get from your message (s); perhaps his opinions 
will be so strong that he will not even bother listening to what you 
have to say; he may even get angry. ^ These are some. of the things that 
can make communication difficult. 

This lesson contains some suggestions which will help you 
communicate more effectively. 



4. Ask students: "How do we communicate?" "What is the meaning of the 
word communication?" 
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List suggestions on flip chart and discuss. 



Provide Information 

5. Read Sections 1 and 2 of the Readings. Show projectual BCl-1, 
'*The Communication Process'', while reading these sections. 



CONTENT 



1. -What is Communication? 



Communication is the process of sharing information; 
that is, sending and receiving messages. There must be both 
a sender and a receiver if communication is to take place. 



the 
Sender 



Sends a message or 
some information to 





the 


) 

0 


Receiver 



If the RECEIVER understands the meaning that was in- 



tended by the SENDER of the message then 
communication has taken place. 



'real" or '^effective' 



if the RECEIVER does not understand at all, or does not 
clearly understand the meaning that was intended by the SENDER 
of the message, then communication has been *pdor' or 
'ineffective* . 



2. The Communication Process 

When you communicate a message to someone, you do so with 
*a certain intention or purpose in mind. That is, you want that 
person to react or behave in a certain way when he receives 
the message. However, the way that a person actually reacts 
or behaves will depend on the meaning that he gets frcsm the 
message you sent. - 

You, in turn, will react or behave in certain ways depend- 
ing on the meaning that you get from messages or feedback re- 
ceived from other people. 



Sender. 



t 



_^ Message 

_ Feedbacl<^ 



Receiver 
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RCl - 1 COmiHl CATION PROCESS 



SUBJECT 



SERIAL NUMBER 



COMMUNICATION PROCESS 




Message 
channel or 
Carrier 



R 



eceiver 



- j Feedba ck 



Who sends 
the message? 



How is the 
message carried? 



Who gets 
the message?* 



A Person 



A Group 



Spoken words: 
•speaks-H^ ^ounc waves 
telephone 
radio 
television 



hears 



-writes- 



t 



Written words: 
^ letters, papers, 
books, notes. 



■ reads 



A Person 



A Group 



How the rec'-.iver reacts to message 



[techifaxJ * 

\ FofmNa.267 



• T[CKINC[ ![MPIATC< 



TECNIFAX riLCAtLE TRANSrARCNCY MOUWT 
7ya"«10" MASK — USE tVi^nU" FILM 
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The diagram on the next page shows one way of looking 
at the communication process. 



6. Discuss. Explain the diagram on page 4 of the Readings. 

Show Projectual BCl-2, "Types of Conimunication'', and discuss. 



7. Read and discuss Section 3 of the Readings. 



How do People Communicate? 

There are mny ways of communicating. They include: 
a . Speaking 



b. Writing 



c. 



d. 



f. 



Body Language (motions, 
gestures, facial expressions)- 



These are SENDING skills, 



Listening- 

Reading 

Watching— 



These are RECEIVING skills. 



Regardless of 'che method used, communication may be 
'real' or 'effective' or it may be 'poor' or 'ineffective', 
depending on whether the receiver of the information or 
message fully understands or only partly understands what was 
intended by the sender of the message. 



8. Show Projectual BCl-3, ''Methods of Communication". Discass. 

9. Show the film, ''Berfunkel" (cartoon film - 9 minutes) 

a. Setting . The boss's office. 

b. Overview . The boss calls in an euployee and says 'berfuakel' 
Since the boss c^oes not explain what he means, the employee 
sets out to try and find the meaning of the word. Everyone 
that the employee comes in contact with has a different mean- 
ing for the word "berfunkel". 
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BCl -2 TYPES OF 00^M^ICATION 
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RCl-3 METTDDS OF COMMUNICATION 
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c. Suggestion on how to run film , 

(1) Play film through conpletely. 

(2) Ask the students: '^Vhat type of communication probleDi did 
we see in this film?*' Discuss. 

C^;) Point out that words have different meanings to different 
people. Ask the students what can be done to overcome 
this problem. 

10. Ask the students how many meanings they can find for the word 
'fast'. List on the flip chart. 

Suggestions: 

- the car is fast (rapid, quick-moving) 

- he is fast asleep (steady, sound) 

- the clock is fast (shows advanced time) 

- that girl is fast (wild, dissipated) 

- the hermit has been on a long fast (has gone without food) 

Try the same exercise with other words that the students suggest. 

11. Have one of the students write. Tilings that can make communication 
difficult , at the top of flip chart. Ask the students for suggest- 
ions, and have these listed on flip chart. Discuss. Ask: "How 
can these problems be overcome?" List answers on flip chart. 

12. Show Projectual BCl-4, "Reasons for Failure in Communication". 
Discuss and con^are to reasons given by students. Lesson PM13, 
"Roadblocks to Communications", in the Personnel Management subject 
area will deal with causes of failures in business communications. 

13. Read and discuss Sections* 4, 5 and 6 of Readings. 



4. Some Guides to Effective Communication 

When you have someAing to communicate, there are certain 
things you can do to help your communication be more effective; 
that is, you can do things that will help the other person to 
better understand tJie Cleaning you intended. These include: 

a. Know exactly what you want t o communicate * If the message 
is not clear in your mind you are certainly not going to 
be able to explain it to anyone else very well. 



BCl -4 REASONS FOR FAILURE IN COMMUNICATIONS 



SUSJCCT 



SERIAL NUMBER 



REASONS for^-FAILURE in-COmUfilCATlONS 




[TECMIFAXj 



TlCiNIFAX KUArU TRANSPARINCY MOUHT 
T.i 10" MASK^USI tH"* 11" FILM 
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b. Be sure you know the meaning that you waat the othei' per- 
son to get from your message . Remember, the meaning tliey 
get from your message will determine how they w.il'. react 
or behave. 

Decide upon the best May to coiminicate the message > 

Decide whether it should be spoken, wr4.tten, or coinrnunic- 

ated by some other means- 

d. Choose your words carefully . Your message (idea, suggest- 
ions, etc.) may be very in5)ortant. However, if it is not 
worded so the other person can understand it, it will be 
of little or no value. 

e. Decide upon the best time and place to communicate your 
message If you have something important to comuiinicate 
\to someone, you would not likely do so in a crowded, noisy 
room. ' 

f. When communicating, if you try to see things from, the 
other person ^s point of view , you will have a much bet ter 
chance of communicating effectively. ^ 

g. Encourage feedback from the personCs) with whom you are 
communicating. A two-way flow of infomation helps to 
clarify the issue under discussion .\ 

NOTE: In this lesson we are not trying ta change your 
method of communicating. Each person develops 
his or her own best method of communicating and 
that is the method they should use. Howeyer, 
you may wish to use some of the above suggestions 
to help make vour own method of communicating 
more effective. 



5. Lessons in the Business Communications Subject Area 

BCl : The Communication Process 
\ Tliis lesson discusses the meaning of the term 'commun- 
ication'. It goes on to describe what is involved in 
the communication process and some of the ways people 
communicate. Finally it offers s,ome suggestions on 
coiTOunicating effectively. 

.BC2: Coinnoajnicati:ig in Business 

This lesson. aeals briefly with the skills in writing, 
speaking and conducting meetings needed by most 
businessmen. 
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BC3: B usiness Letters and Reports 

lliis lesson examines business letters and reports. 

BC4: S peaking in Business 

ifiis lesson covers soine of the do's and don'ts of 
speaking. It discusses both the pr^aration for a 
speech and helpful hints on how to' present it. 

BC5: Conducting Business Meetings 

In this lesson you will discuss how to prepare for 
and how to conduct a formal business meeting. 



6. Summary 



As owner-manager of your own business, you will have 
to communicate with people. 

This lesson has pointed out some of the problems you 
may have in communicating with other people. It also con- 
tains some suggestions or ways to overcome these probleite. 

Throu^out this course you will be communicating with 
other people. This will give you the. opportunity to 
practise some of the things that have been discussed here. 



Indicator 

14. Have students write in their own words: 

a. the meaning of communications; 

b. the ways in which we communicate; 

c. their own greatest problem in communication. 
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BUSINESS CONMJNICATIONS 



LESSON BCl THE COMMUNICATION PROCESS 

CASE BCl - 1 
WHERE ARE MY PARTS? 



Fred is the owner-manager of his oivn business. Jim Freen, a 
customer, phoned in an order for some parts. Fred told Jim that the 
parts would be delivered shortly. 

Fred called in Al, one of his employees, and said, "Al, Jim 
Freen phoned up for this list of parts. Fill the order and deliver 
it when you're finished what you're doing." 

Al replied, ''0,K., I'll take care of iV\ 

A large order of stock had arrived the pre\ioTis day. When it 
arrived, Fred had asked Al to put it away and Al had started doing just ^ 
that early this morning, it would take^him two to- three hours to 
complete the job. He had been working at it for about 20 minutes when 
Fred had called him in about the parts order from Jim Freen. 

/^i)Out an hour and a half later Jim phoned up again. He was a bit 
angry as he asked, "Wliere are my parts?'' Fred was sure they had been 
delivered. When he found out this was not true, he apologized tc Jim 
and assured him delivery wt^uld be made immediately. 

Fred rushed out to the store room and shouted to Al, "How come 
Jim's parts have not been delivered yet?" 

Al: "I'll be finished putting away this stock in about half an hour. 
I'll take them out then", 

Fred: (angrily") "Never mind the stock. Jim neids these parts right, 
away. They should have been delivered a couple of hours ago'\ 

Al: (getting angry now) "Th t's not tii^e, the order came in about 
Bii hour ago. Besides, >ou told me "^o make the delivery when 
Q I had finished what I was doing. So what are you yelling about?" 
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Fred: , (pounding his fist on the counter) ''If you don't know, enough 
to make a delivery when you're supposed to, mybe I need some- 
one who does. Fill that order and get it out there right now. 
And when you get finished we're going to have a talk about 
this'\ 

Fred walked out and slammed the door behind him. 



Er|c ' 58 



r 



SUBJECT BUSINESS CONMJNICATIONS 



LESSON BC2 OONMUNICATING IN BUSINESS 



INSTRUCTOR'S GUIDE 



o\ i-:rvibv 

'ITiis les^cn will introduce the students to the three main coinnTuni- 
cation skills which they will be required to ]x?rfect during the course. 
The students will be introduced to writing letters and reports, speaking 
and conducting business meetings. 

As was indicated in the first lesson, practice in these skills 
should not be limited to the Business Comomnjnications lessons, it should be 
continued throughout the course, as well as in other situations in the 
school environment (debating, public speaking coirrpetitions, student coun- 
cil , etc.) . 

The students may be somewhat shy initially, especially when it comes 
to speaking before the class. The instructor may have to use considerable 
tact to get students to start speaking. 



OBJECTIVE 

To provide students with an introduction to speaking, letter ajid 
report writing and conduct ir.g meetings. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Huchobee, June. Communicati o n in Distribution , Aaistin, Texas: 

The University of Texas at Austin, 1968. 

2. Caniaxia, Department of Manpower and Immigration. Effective Sijpervision 

Communications . A course developed by the Department ox Man- 
Q power and Immigration. Ottawa: Information Canada. 
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3* Raines, I.I. "Better Co^iminications in Small Business.'* S n:\all Business 
Managonent Series No. 7 , Washington: Small Business Administra- 
lion, 1962. 



RESOURCES RliQUIRED 

1. Case BC2 - 1, "Getting the Business Going - Communications " 

2. feC2 - 2, 'T)ickson's Outfitting Camp " 

3. Flip chart. 

M ETHODOLOGY 

1. Hand out the Readings, and the read the Purpose and Introduction, 



PURPOSE 



In this lesson you will discuss the different types of 
ccOTTTunication skills you will need in business. These include 
speaking skills, writing skills, and skills in conducting meet- 
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INTTRODUCTION 



As future businesismen (and women) yv'xi will be continually 
in contact with people. This means that you will be coimin- 
icating in different ways in many different cinnomstances . 

For example, you will have to talk to people individually 
or in email groups. In addition, you may be called on to 
speak to larger groups on occasion. You will also have to 
write letters (to suppliers, for example) and prepare reports 
(for government departments, and others). Very often business* 
men take an active part in the affairs of their COTimunity. 
If you do so, you will likely be called on to participate in 
or conduct committee meetings and/or general i^eetings. 

As you can see, communication skills will be very iinport- 
ant to you as a businessman. For this reason you will be 
practising these skills throughout the course. This means that 
you will prepare and present reports, make speeches and role- 
play various situations that will help develop your skills in 
conminicatirig. 
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OBJECTIVE: TO PROVIDE STUDENTS WITH AN INTRODUCTION TO SPEAKING, 
LEnm AND REPORT IVRITING AND CONDUCTING NIEETINGS. 



Stimulus 

2. I-Iand out Case BC2 - 1, ''Getting the Business Going - Communications''. 
Read with the students. The case is intended to present a situation 
requiring students to suggest the conminication (;vriting, speaking, 
meeting) tasks involved. 

Clarify Problem 

3. Discuss the question at "nd of case: What kinds of communication 
might Arnold liave tc engage in? And with whom? 

The students may not have been thinking in terms of identifying the 
various types of communications Arnold will have to engage in; thus, 
the case should be re-read after the question is asked. Enccurage 
students to put themselves in Arnold's position and list all poss- 
ible answers to the question. List stud^pnts' suggestions on flip 
chart. The instructor can supply clues to help students get started: 

Types of Communication With V/hom 

- Answer advertisment by letter (written 

communication) by telephone (spoken com- To\\ti Council, 

munication - indirect) in person (spoken 
communication - direct, or face to face). 

- Make presentations in person or in vrt'iting, To\\n Council, 
outlining how trailer park will be set up, . Bankers, 

how nuch money will be needed, what rents House Trailer 

Vr'ill be, how much profit will be made, etc. Owners. 

- Hold meetings to ex^plain how trailer parks House Trailer 
W7.11 be built, when it will be ready, etc. Owners, Workers. 

Students may complain about lack of detail in the case. Encourage 
th^ to brainstorm. The instructor can let irtudents make assumptions 
to cover lack of information in the case, providing the assumptions 
don't destroy the case. 

Provide Infomation 

4. Read Section 1 of the Readings. 
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CONTP-NT 

1 . Muit Coiiminication Skills Will You Nccu? 

Tlic ability to speak well, \\rritc well, and conduct 
meetings are soine communication skills that will lielp you 
run your business. You might be wondering when a business- 
man uses these skills. The following list indicates circum- 
stances in whicli tliese skills may be needed: 

a. Speaking Skil Is 

You, as a businessn\an, will liave to sj^cak to custanc-rs, 
suppliers, bankers, workers, coiiimruty ,^roujis, etc. 
(on the plione or in person) . 

b. Writing Skills 

You, as a bus^]■.;^r..•^an, ^^ill Iiavc to write: 

(11 I^isiness ^ ■ - to customers, suppliers, 
gov.? rnncn fli cpa r tiuen t s , etc. 

(2) Reports - on wliy you need loans, how much profit 
you liave made, how you plan to expand your busi- 
ness, etc. 

(3) Applications - to government to get business licen- 
ces, social^insurance numbers, etc. 

c. Skill in Conducting Meetings 

As a Ixisinessman, you will liave to: 

(1) organize and conduct meetings, or 

(2) participate in meetings. 

For exajnple you may be a member or chairmaji of an 
association in your community. Will you know how to 
run the meetings? Will you be an active participant 
in these meetings'^ 

To be a good chairman of a leeting you will have to 
learn about parliamentary procedures. Learning those 
procedures is also important if you want to be an 
active participant in meetings. 



The instructor should tell the students that communication skills are 
learned through practice, which will start in this lesson. Every 
opportunity to practise speaking, writing and conducting meetings 
which may arise throughout the course will be taken. 
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6. Mention: ''A businessn^an has to be able to speak effectively to people. 
Practice will help develop confidence/^ Use either of the two following 
suggestions to give students an opportunity to speak in front of the 
group. 

a. Ask each person to stand before the group and tell sane thing 
about themselves: where they were born, childhood experiences, 
schooling, u'ork experiences, their family, hobbies, etc. for one 
or two minutes. 

b. Ask each student to write down a topic on a piece of paper. 
Collect the topics and place them in a hat. Ask each studen; to 
pick a tcpic, one student at a time, and as soon as he chooses it, 
to stand up and talk on the topic for one minute. 

After all the students have spoken, discuss the exercise. Ask 
students questions such as: 

a. Did you feel comfortable when speaking on your feet? 

b. Do you think you need more speaking practice? 

Enccurage them to express their feelings, and mention that more - 
cliances to practise will follow in later lessons. 

7. Read Section 2 or the Readings; discuss in relation to the previais 
exercise. 



2. Sane Speaking Hints 

There is no easy way to learn how to be an interesting 
and effective speaker. But you should practise public 
speaking so that you won't feel too uncomfortable when you 

to speak to employees, customers, or comnunity groups. 

Below are several hints about public spe^Ving: 

a. Speak loud enough to be heard. 

b. Speak clearly - don't mumble. 

c. LuOk at your audience ( not at the floor or out a 
window) . 

d. Use words that your audience can understand (donU try 
to impress uhem with big words) . 

e. Speak at a medium pace (not too fast - not too slow). 

Practice will improve your speaking skills. Lesson 
BC4 will give you a chance to learn more about speaking and 
to practise speaking. Other opportunities to do so will be 
provided throughout the course. 
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8. The instructor may wisli to give students another opportunity to practise 
speaking at this tijne or he may leave it to lesson ''Speaking in 
Business'*. 

9. Ask: *'llow many of you have VNTittcn business letters?" 

Ask students to \vritc the business letter (including addressed 
envelope) reqiiired in the following situation: 

a. You oun a fishing canip up north and have boats, cabins, guides, 
etc. to serve tourists wlio wajit to fish. 

b. A businessman (JOHN DOE, 5S MONEt ROAD, DAYTON, OHIO) from down 
soutli lias written you and asked you to tell him: If you can 
reserve accommodation for liis party of four (4) for one (1) week 

in June; how much it wilJ cost; how many fish he can e: ^ect to catcii. 

c. Let students determine for themselves information to be supplied. 
Collect students' completed letters. Exajnine and comment on 
various styles tliat were used in the layout of the letter, in 
addressing of tlie envelope, in the amount of detail included, and 
in sentence and paragraph -structure. 

This my make students aware of the need for some standardized 
format for writing business letters. 

10. Read Section 5 of the Readings, which briefly outlines how to write 
a business letter. Encourage students to analyze the letters they 
liave iust written. 



Business Letters and Reports 

a. Writing Busijiess Letters 

There are several different styles of business letters. 
In tliis lesson you will examine one style that is used 
quite frequently. 

(1) The Letter 
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PARTS OF A BUSINESS LETTER 



Return Address 
and Date 



The Inside Address 

The Greeting 
The Purpose 



The 
Body 



The Closing \_ 
Your Signature 



(2) The Envelope 



. vOHie of Your Business 
/ddress qf Your Business 



Name of Person or Company You 
are Writing To 

Address of Person cr Company 
You are Writing To 
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Below is a sample letter using the form of organization 
outlined. 



ABC Taxi Company 
P.O. Box 79 
Sunset, Saskatchewan 
Novanber 20, 19 



Central Motors Ltd. 
122 King Street East 
Saskatoon, Saskatchewan 

Dear Sirs: 

Re: Invoice #321B 

Enclosed please find payment for the ten pairs 
of 7.50" X 14" blackwall grip tires I purchased from 
you on November 10, 19 . 

.V Yours truly 



, Fy*ank Bird 
Manager 

Pelow.is a sample envelope for the letter. 



ABC Taxi Canpany 

P.O. Rox 79 

Sunset, Saskatchewan 



STAMP 



Central Motors Ltd. 
122 King Street East 
SASKATOON, Saskatd?ewan 
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Business letters will be examined in greater detail in 
lesson BC5, You will also have an opportunity to write 
business letters at other points in the course. 

Preparing Reports 

The preparation of business reports is one of the most 
important functions of management. In a small busi- 
ness the owner -manager must prepare reports himself, 
or at least make sure that someone else prepares them. 

The types of reports that are needed include: 

(1) Financial reports 

(2) Cash reports 

(3) Income Tax reports 

(4) Reports covering Workmen's Conpensation, Canada 
Pension Plan and ejnployee Income Tax deductions 

(5) Reports covering Sales Tax collected. 

Preparation of the above reports is outlined in detail 
in the Finance, Accounting, Bookkeeping (FAB) lessons in 
in this course. 

There is also another important type of business report 
that is prepared from time to time. This is a research 
or feasibility report, which is prepared: 

(1) Before you start Tour own business 

(2) If you plan to expand your business operations 

(3) In support of a loan application. 

The type of iJiformation that would be presented in a 
research or feasibility report would be as follws: 

(1) Introdur cion 

This seiftion would provide background information 
on the 'i>^pic, project or problem under study. 

(2) Purpose ^ or Objective ) 

This sec C ion states, as specifically s'.i possible, 
what wili be examined, ^y it is .important ajod 
how the; itudy will be carried out* 

(3) Body of the Report 

This describes and lists the infoimation that 
v/as gathered. 

(4) Conclu5>ions 

This section discusses the infoimation that was 
presented in section (3) above. 
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(5) ReccMTPnenia t ions 

In this section, the person preparing the report 
expresses his opinion and makes recommendations 
about the action he feels should be taken on the 
topic, project or problem. 

(6) Appendix 

Maps, statistics, tables of figures, etc., appear 
in this section. This material is necessary so 
that anyone reading the report understands it as 
fully as possible. 

NOTE: It is of the utmost importance that 
reports be: 



(a) Well -organized 

(b) Clear and concise 
Cc) Neat 

(d) Accurate. 

You will be examining report -writing in greater detail 
in lesson BC5. 



11* Mention: "IQiowing how to conduct and participate in meetings may 
help you in your business and in tlie canmunity". 
Ask students to organize themselves into a meeting to handle one 
of the following situations: 

isDTE: The instructor should not assist students in this exercise as 

the purpose is to see what sort of meeting format and procedures 
they adopt. Some groups of students may have had prior exper- 
iences in handling meetings, hence they may do the right things 
(for example, elect chairman, appoint secretary, etc.) Other 
groups, however may flounder a lot. 

a. Meeting to elect representatives for student council (or some 
other similar issue students may currerttly be faced with) . 

b. Meeting of the town council (see Case BC2 - 1) to decide 
which of several offers to accept regarding building of the 
trailer court. One student could play part of Arnold Ramsay, 
other students could play part of other applicants. All 
applicants could be present at town council meeting to 
present their respective cases. Council has to vote an 
which offer to accept. The instructor can be flexible in 
outlining the meeting situation to the students. 

c. Any situation which the students may suggest. 
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12. Read Sections 4 and 5 o£ Readings. 



4. Conducting Meetings 

Lesson BC3, "Conduct hug Busiiiess Meetlngs'S ^'iU give | 
you much detail on ?w>( ^o a:5nd:^ct femal and info^ml me^?t.ii;igs* | 
For now we will just outlijae r>arA;* of th-e g:<'^;:<?;ral points abaut | 
a meeting. 

a. The purposes of the meeting shctiid bo ^lade clear. 

b. Meetings should have a leader (a chairman). 

c. Meetings should have a person to record things 
(c^POj:: ially in formal meetings).. 

d. Discussion during the meeting should stick to the 
problem being dealt with. 



5. Summary 

In this lesson you have discussed communication skills 
that will be important in your business cai-eers. It should 
be noted that these skills are useful and valuable not only 
when you are in business but at any time. The success of 
this course, for example, depends upon how well all of us 
can comnunicate . 

This lesson has discussed some of the points we will 
£vcas on as the course progresses. The most i3i?)ortant point 
to remember is that ccmmunication skills must be practised 
to be improved. For this reason you will be asked to pre- 
pare speeches, letters and reports throughout the course. 
You will also have the opportunity to conduct a formal busi- 
ness meeting. 



Indicator 

13. Have students discuss the importance of ccmimunications in business 
or any other job wliere leadership is involved. 

14. Hand out case BC2 - 2, ^'Dickson's Outfitting Camp." Read case for 
students or play pre-recorded tape. Answer student's questions at 
the end of. the case. If there is still hesitancy about the iii5)ort- 
ance of communication in business, a review and further discussion 
may be necessary. 
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SUBJECT BUSINESS CONMJNICATION 



LESSOr; BC2 CaMJNICATira IN BUSINESS 



CASE BC2 - 1 
unri ING THE BUJilNESS GOING - CCmiNICATIONS 



Arnold Rams^ay was getting ready to take advantage of a business 
opportunity in a nearby town* 

The town had a population of 4»000. Most families lived in houses, 
but some (about 20) lived in mobile heme trailers. These 20 families had 
their trailers parked in different lots and yards around town. 

The town council met to discuss the matter of mobile hemes. 
The c^suncil monbers felt the mobile homes were an eyesore to the town 
because they were scattered all over the place and mahy of them had 
messy looking yards. The councilmem felt the solution to the eyesore 
would be to locate all the mobile homes in one place. They thought the 
town should have a trailer park and make it law that all mobile homes 
had to be kept in this park. 

Soon a bylaw was passed tliat set apart a piece of land for a 
trailer park. The bylaw also required that all mobile hemes had to be 
moved to this spot within twelve months. The town advertised for someone 
to make an offer to buy the land and make it into a trailer park. 

Arnold sat down to figure out what steps he should take to get the 
trailer court business going. 



Question for Discussion 

1. What kinds of ccxnmunicat ions might Arnold have to engage in? 
And with vdiom? 
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SUBJECT BUSINESS OOMMJNICATIONS 

LESSON BC2 CONMUNICATING IN BUSINESS 




CASE BC2 • 2 
DICKSON'S OUTFITTING CAMP 



Bob Dickson and his wife operate a fly-in outfitting camp for sport 
fishermen in northern Canada. Each year tourists come from all over 
Canada and the United States to fish for pickerel and trout in the deep, 
cold lakes arom)d the Dicksons* camp. 

Dickson's Outfitting Camp consists of ten cabins; each cabin has 
sleeping but no cooking facilities. Mrs. Dickson feeds the tourists in 
the main building at the camp. The cabins are kept nice and clean by two 
hired girls who are the daughters of a nearby trapper. 

Ten trained guides take the tourist fishermen cjut on the lakes to 
fish every morning. In the evening, the guides rest in their sleeping 
quarterns while the tourists gather in the main building to talk and listen 
to stories told by Bob Dickson. Bob is concerned about keeping the tourists 
happy. He knows that the only way he can keep his cabins full next year 
is to send away happy tourists viio will tell their friends and relatives 
about his camp. Ffe writes many letters back aikl forth to tourists each 
winter. Bob gets sane help in promoting his camp from the provincial 
^{ovemment (vfliich publishes pamphlets on outfitting camps and distributes 
them to cities across Canada and the United States) . The government also 
nuis ads in the newspapers and, cqmetimes, on television. 

One day Bob picked up a newspaper and saw an ad in it calling for a 
man to work in the Provincial Tourist Office. The man would be responsible 
for promoting all kinds of tourism in the province. The ad said the man 
would have to be a good comnunicator. 

Bob laughed at this. He said to himself, "If I can do anything, I 
can connunicate. It's real ijiportant in my business." He began to think 
about all the ccmnunicating he does in his business. Bob's thoughts are 
shown below. 
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1. WRITING 



a. Letters to tourists - about 400 letters a year to every kind 
of person from the mayor of New York city to a retired janitor 
in Chicago who wants to know how mch it costs to stay at my 
camp for a week. 

b. Letters to the goverirjnent - telling them what features ray 
camp has so they can do some promotion for me* 

c. Letters to guides * every spring I write to all the guides 

I know to see if they will come to work for me in the summer. 

d. Notes to wrkers - on busy days I leave notes telling them 
how to clean the cabins or what cabins to clean. I even 
leave my wife notes telling her how many to expect for supper. 

e» Letter to the bajik - every time I want a loan or have any 
question to ask, I have to write to my banker. This lias to 
be a formal business letter. I don't want him to think Tm 
stupid. 

2. TALKING 

a. To tourists - I mast spend three hours a night telling them 
tales ajid keeping them happy. Sometimes I talk to them long 
distance on the phone vAien they call up wanting more infoimation. 
You have to be a real smooth talker at times. It's important 
to have the custoners say good things about the camp. 

b» To the guides - I hold weekly meetings with the guides to discuss 
our plans and to hear if they have any coiiplaints. I have to 
be a good listener too. These meetings are very democratic. 
I'm the chaiiman and try to keep discussion going. 

c. To outsiders - one time I gave a speech at the Outfitters 
Association Anmal Meeting. I wanted to tell them how I 
thought we should all get together and do joint advertising. 
I was a little scared to stand up in front of a formal meeting, 
tut I think it is real important to get your ideas across 
sometiir^es. It wouldn't bother me to. give a speech now. 



Questions for Discus^^ion 



1. What different audiences does Bob have to conmunicate with? 

2. What are the different types of connunication Bob has to use effectively? 

3. In what ways is connunication important in Bob's business? 
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SUBJECT 



'MANAGEMENT PROCESS 



LESSON MP6 SUCCESS AND FAILURE IN BUSINESS 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Each year the number- of new businesses which fail is very high. 
In most cases the owner -manager had no idea of what to expect, was 
over -confident and lacked training and management ability. It is im- 
portant for students to realize that starting a business does not guar- 
antee its success. Keeping the business going successfully can be 
quite a challenge. 

This lesson is not, however, intended to scare the students away 
from becoming owner -managers. Rather it is hoped to leave the students 
with the feeling that through study, good planning and hard work, they 
can make a success of their business v^entures, and thiis find very re- 
warding careers, ^ 



OBJECTIVE 

The student will become aware of the various reasons for business 
success and failure. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Broom, Halsey N. ^ Longenecker, Justin G. Small Business Management . 

2nd ed. Cincinnati, Ohio: South-Westem Publishing Company, 
1966, pp. 83 - 96, 

2. Canada. Deparl^neht of Jfanpower and immigration and Davies, R.V. 

Success and Failure Factors of Small Businesses . Ottawa: 
Infonnation Canada, 1967, ^ 

115 ' 



MP5 



i. . Kelley, Pearce C, et al. How to Organise and Operate a Small Busi - 
ness > 4th ed. Englewood Cliffs, N.J. : PrenticerHall, Inc, 
TW, pp. 19 - 57. 



RESOURCES REQUIRED 

1. Dtn and Brads treat, failure Record Ihrourffi 1971 (or most recent 
year available) . Sufficient copies for all students • 

2. Case MP6-1, "Lee's Sendee Station" 

3. TWo flip charts 



METHODOLOGY 

1. Hand out the Readings. 

2« Read the Purpose and Introduction. 



PURPOSE 

In this lesson you will look at the reasons why some busi 
nesses fail and yAiy some succeed. 



INTRODUCTION 

No doubt, you want your business to be a success. By taking 
this course you should have a better dianoe of. being successful 
in business, BUT we cannot give you a guarantee. You have to work 
to be successful. 

Before you start your business you should look at the reasons 
why sore businesses fail and some succeed. This may help you 
avoid some of the more common pitfalls. 



Stimulus 

3* Distribute Case MP6 - 1, "life's Service Station". Read to the 
students (or play pre-recorded tape for variety^. The purpose of 
the case is to have students consider soire of tne reasons for 
business failtnnes. 
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Clarify Problem 

4. Discuss the question at the end o£ the case. List the answers on 
the flip chart. 

5. Point out the following (if the students have not already done so): 

a. Before Mr. Lee took over, the station had the best sales 
volume, of any service station in tovm. However, Mr. Lee's 
business failed; therefore, taking over a successful business 
is no guarantee of success. 

b. Mr* Lee had a poor attitude towards his, -customers. (Have the 
students discuss the two incidents given in the case) . 

To lead the students into generalizing on these incidents, ask: 

"Did Mr. Lee look farther than at today's sales?" 

Point out that Mr. Lee was very short-sighted. Ife didn't realize 
that if he treated customers poorly they probably would not 
come back in the future. And -repeat customers are iii^xjrtant 
for any business. 

c. Sum up discussions of case by referring back to the objective 
and pointing out that, before they start their own business, 
th^ students need to consider what makes a business a success 
and what causes it to fail. 

6. Have one student write at each flip chart. Have them list at the 
top of one flip chart: *%y Do Businesses Fail?" and at the top 
of the other chart: "Why Do Businesses Succeed?" 

7. Now ask the students to give examples of businesses they are familiar 
with that either failed or are successful. -List names (or types) 

of businesses on a. separate page of the flip chart; then ask liie 
students to suggest reasons why each business failed or is success- 
ful. 

8. When enough examples and reasons have been listed, summarize the 
suggested reasons for. success and the reasons for failure. There 
will likely be coimion reasons suggested for each business listed. 

Provide Information ^ 

9. Read Sections 1 and 2 of the Readings; have the students discuss 
each secticn. 

10. In discussing Readings, provide some positive suj^rt, such as 
telling the students; 
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'You must think of hew you are going to make your business a 
success. " 

"Hiere is no doubt that you can be a success in business but re- 
iTBiiber, it takes hard work and a lot of planning to maik^ a busi- 
ness a success." 

"Studying the reasons businesses fail zm help you avoid them." 



CONTENT 

1. Wiiat is Meant by a Eur ine^ s Failure? 

Wien a busines;i3 faii^ rrost pev^ple soy it "went broke" 
or "w^nt banknpt". |}a**ew:t , there are several different 
meanings for tliese tei^fls; tha^: is, wci caii djfirse business 
failure in several wayst. iFor exaii|ile, my say a firr^ 
fails when: 

a. The firm " goes out of bu siness". Ihis is a wr/ general 
definiticnT "ihe iirm ma)' liave" jttst closed dowii. Hyere 
may not be any real failure. 

b. The firm " closes dcMi so that losses will not occ ^r^^ 
In this case the owners of tlie business see thatlEEey 
cannot make enough profit so they shut down the business. 

c. Hie firm "cannot pay its debts* '. In tliis case we say 
tJie business went BAN'KWjrr. 

For this course it is best to think of business failure 
as denned in "b" and "c" above. In both these definitions 
tlie business is obviously in severe trouble, therefore we can 
say the business failed. 



2 . What (Xuses a Business to Fail? 

Both big and small businesses can fail. Going broke is 
bad enou^ but failing and not knowiivg ^y is even worse. 

It is iaportant, therefore, for you to lode at reasons 
vihy businesses fail. 

Usually there is more than one reason why the business 
failed. 
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LIST ^ REASCt^S tWy BUSINESSES FAIL 
^' Mgfa^ ageagtit ProbLans 

(1) ladk: of ojqperieiice 

(2) lack of Jaionrled^ge of bir>iness 

(3) mor persoaalit)^ 

(4) iaiiuess 

(5} in^ility to get along (for v xaaplc^ in partner. 

^™ -^^^y Pr dbleigs 

(1) There is not <snoaf^ mcney to keep the business 
going (this could mean that the owner does not have 
e^ou^ savings to put into the business or he can- 
not borrcAif ^oug^ mcney to keep it going or the 
business is not making enou^ profit to stay alive) 

(2) the owiier or his family takes too naKh money out of 
the business. 

(3) Customers stop bi:ying frcnn the business; therefore, 
the business does not have enough money coming in 
to cover its debts. 

c. Poor Planning 

(1) Business is in wrong location (market is not big 
enou^) • 

(2) Business does not haw the ri^t products at the 
rij^t time. 

There are many other things we could add to the above 
list. 



11. Following Section 2, the instructor may wish to discuss exanples 
of failures he knows and add some of the following reasons for 
business failures. 

OTHER REASONS Miy BUSINESSES FAIL 

a. Poor bookkeeping, or none at all 

b. Poor advertising 

c. Poor displays of merchandise (if a store) 

d. Poor customer service (for example, will not accept returned 
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goods, won't pay for goods sells that turn out to be 
damaged) 

e. Poor hired help {workers are lazy, unco-operative, etc.) 

f . Economic conditions are bad (that is the biisiness is in a 
slump} 

g. The community is against the business (comnunity pressures 
cause failure) 

h. Family pressures 

i. Business charges too hi^ prices 

j. Out-of-date buildings and equipment in business 
k. Too much investanent in buildings and equipment 
1. Excessive expenses. 
12. Read Section 3 of the Readings. 



3. What Causes a Business to Succeed? 

Again we can say there are many reasons \diy a business 
may be successful. Mostly these reasons are just the opposite 
of the reasons vAiy a business fails. 

LIgr OF REASONS WHY BUSINESSES SUCCEED 

a. Management Reasons 

(1) Owner-managers are: 

- experienced 

* knowledgeable (have the 'Tcnow how*' and can apply 
it) 

* willing to work hard 

* good personalities 

- not lazy 

- able to get along with their partners. 

b. Money Reasons 

(1) Because the business is manag^^well it makes a 
profit* 
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(2) The owner and his family keep their ovfn money 
separate from the bxisiness. 

c. Good Planning 

In all areas of business good location, good products, 
good organization, etc. 



13. The instructor may now want to discuss some or all of the following 
generalizations about small business operation. Involve the stu- 
dents in a discussion of these. 

a. Few small businessmen expect to remain small - they expect to 
be successful and increase their size. 



b. Too few small businessmen know how to keep accurate records- 
of their business operations. 

c. Many businessmen don't see the risks involved in tlieir type 
of businsss. 

d. Often a person starts a business by buying out some other 
business. In many cases^he doesn't investigate to see why 
the other person wants to sell the business. 

e. anall businessmen don't like to talk about their own problems 
or someJijiies they don't know that they do have problems. 

f . Snail businesses are usiaally owned and operated by one man. 
The success of the business completely depends on the judg^lents 
of this one man. He doesn't have the assistance of experts as 
most big businesses do. If the owner expands his business too 
quickly, he isn't able to keep up with all the extra work and 
the business may fail. 

g. Many owner -managers of small businesses don't make plans for 
somebody to take over their business when they die or want 

to retire. 'Hiereforv";; thp b^isi^^ess may have to close down or 
be sold to someone else. 

h. Some small businessmen don't put al]"^.heir efforts into one 
undertaking. They tend to scatter their efforts into many dif- 
ferent ventures (for example, grocery store, taxi, garage). 
Sometimes, this scattering is necessary^ but sometimes it may 
weaken a business r-»d cav^e it to fail. 

14. Read Section 4 of the Readings. 
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4. Some Statistics on Business Failure in Canada 

Every year there are records kept on how many businesses 
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fail in Canada. These statistics on both large and small 
businesses are collected by the DUN AND BRADSTREET COMPANY. 
You will be givm a Dun and Bradstreet booklet on business 
failures. You should study this booklet. 



15. Pass out a copy of Dun and Bradstreet *s Failure Record Through 
1971 (or most recent issue available.) 

16. Call the students* attention to the following pages in the Dun and 
Bradstreet booklet* (Pamphlet is for information only. We are not 
trying to scare the students.) 

^ a. Page 1 (inside front cover) 

Foint out how they define business failures. Note that there 
are a number of additional business failures which are not 
recorded here. Many of these businesses had enough owner 
capital to settle all debts- and therefore no court proceedings 
were undertaken. Look at the number of business failures per 
10,000 firms and note the: 

(1) low failure rate near and after the end of World War I 
(1917) - there were only 77 failures and after World War 
II (1943) - there were only 11 failures. 

(2) high, failure rate during early 1920* s (slight depression) 
and early 1930* s (great depression). 

This shows that general economic conditions affect the rate of 
business failures. 

b. Page 2 

Discuss "Classification of Causes of Business Failures in 
Canada" - concentrate on the left half of the table. Ask one 
student to list at the top of the flip chart: BUSINESS FAILURE 
DUE TO POOR MANAGEMENT. Then ask the students to suggest which 
of the causes of business failure are due to poor management. 

The students siiould come iq) with a list siaailar to the one 
below. 

BUSINESS FAILURE DUE TO POOR MANAGBENT (1969 Experience) 

Lack of business experience 13.5% 

Lack of managerial experience 12.2% 

Unbalance of experience 9.8% 

Incon5)etence ^ 61.5% 

97.0% 

Poor management causes about 97% of all business failures. 
Remind the students that this Staall Business Management course 
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cannot guarantee success, but it should give them training to 
help them become better managers. 

Pays 5 and 4 

This deals with the number o£ business failures in different 
types of industries and can be looked at in their spare time. 

Page 5 

This IS of general interest. It shows a breakdoivn of business 
failures by provinces. ' 

Page 6 ; 
This shows how old the businesses were wlien they failed. Point 
out that about 551 of the businesses that failed were less than 
five years old. This means that the early years of the firm's 
life are critical. Usually the second year is the most critical 
period for a business. 

tliese figures can be used to emphasize the need for years of hard 
work and good management before a business can be made a success. 

17, Read Section 5 of the Readings and discuss. 



( 5. Summary 

In this lesson you looked first at what is meant by 
"business 'failure'' and then went on to examine the major rea- 
sons for business failure or success. 

You saw that lack of managerial ability and experience are 
the major causes, of business failures. Tliis Small Business 
Management course which you are now taking will help greatly 
in providing the managen^nt "know-how" required to have a 
successful business. 



Indicator " - 

18. Discussion during the lesson. 
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c. 
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SUBJECT 



MANAGEMhNT PROCESS 



LESSON MP6 SUCCESS AND FAILURE IN BUSINESS 



CASE MP6 - 1 
LEE'S SERVICE STATION 



Mr. L^e ovoied and operated a service station vdiich he bought from 
an old man who had run the station for IS years. The sales were the 
best of any service station in town. There were many loyal customers. 
The former owner had been a very popular man in the community. Some of 
this popularity rubbed off on the new ownei^ but there were a lot of peo- 
ple in the community who didn't like Mr. Lee. 

As soon as Mr. Lee took over the service station his business began 
to fall off. Within a period of two years almost all the old customers 
had slipped away and few new customers came to the service station. 

The biggest reason for losing sales was the attitude Mr. Lee had 
towards his customers. 

For example, when a boy came to the station with his bicycle and 
wanted air for the bicycle tire, Mr. Lee told him, "I'm here to sell gas- 
oline, not give air away - ask your old man to buy you a tire pump - 
don't come bothering me." 

Another time a man on his \/ay to a wedding stopped for gasoline. 
Mr. Lee sold him gas but was in such a hurry he didn't check the oil or 
wash the windows. When the man asked Mr. Lee to do these things. Mr. 
Lee did them in bad humour and grumbled about all the work he had to do. 
He did only the windshield in spite of the fact all the windows were 
dusty. 

After several instances like these, thc^ word got around about Mr. Lee 
poor personality. Nobot^ wanted to buy their gas from him. The success- 
ful business Mr. Lee had taken over* went broke after Mr» Lee was in busi- 
ness for only two years. 
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Question for Discussion 

1. The service statiai had been a success for 15 years before Mr. Lee 
took over. Why did it go broke within two years after Mr. Lee 
became the owner-manager? 
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SUBJECT FINANCE, ACCOUNTING, BOOKKEEPING 

LESSON FABl INTRODUCTION TO FII^CE, ACCOUNTING, BOOKKEEPING 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Small business is very important to Canadians. 

It accounts ^ok ont-hal^ Jtkz faa&>crte6^ 
axitivitij in Canada. CoiZzctivoJLy It JU 
a majoK zmptoyzA and aji many iru>tance^ 
KzpKe^^nt6- tkt 4>zzd bed noj/o idzaut^ 
and important JUxaqz indu/^tAlo/^A 

Although it is iiiqportant, there is a serious inhibitor to its full 
contribution in the Canadian economy. This inhibitor is the hi^ fail- 
ure rate among Canadian businesses. 

The Dun and Bradstreet Report identifies the major causes of fail- 
ure as Managerial Incon5)etence and Managerial Inexperience. 

CAUSES OF BUSINESS FAILURE 

Incon^petence 61 . 51 

Ine:q>erience 35 . 51 

All other 3.01 

Total 100. 0|2 
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^D.S. (5onger» Management Training and Area Development s A talk pre- 
sented to the ARDA Conference in Winnipeg, December, 1967. 

' ^Dun and Bradstreet. The Failure Record Through 1969 > Toronto: Dun 
and Bradstreet of Canada, Limited, 1969 , p. 3. 
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Thus incon5>etence and inexperience account for 971 of all business 
failures. If inanageinent had controlled when they should have, tlvis 
wouldn't have happened. Logical action, based on sound assumptions and 
facts and figures, is bound to miriijnize the unknown factor and tlierefore 
minimize the risk of failure. 

Another point that should be noted is the fact that 561 of those 
businesses tliat failed in 1969 had been in business for five years or 
less. The first few years of operating a busimss are usmvlly wore 
hazardous because this is the testing period of the ability, stainina imd 
management- instinct of the owner. 

To succeed, it is ijiiportant to develop skills hi financial m^^^g^ 
ment. As an owner-manager inproves his financial skills, he s^^t also 
invest the necessary time in financial planning and control ox hi^i basi- 
ness. In a small business, financial information is probably even more 
vital than it is in a larger oiie, and yet it takes less time to generate. 

Financial skills include understanding of the lialance Sheet, the 
Profit and Loss Statement,. Cash Flow Projection, and Source and Appli- 
cation of fui^; all of which are discussed in the Finance, Accounting, 
Bookkeeping area of this course. 

Many owner-managers of small businesses try to start operations or 
try to expand on a very thin investment. Lack of working capital is 
usually the greatest weakness of the small business. This problem is 
discussed and various sources of financing are examined in the course. 

In many small businesses the owner-manager must prepare his own re- 
cords. Ihe principles of bookkeeping, havever, not only prepare the 
student to handle books in a business but also enab^.e him to make the 
best use c£ professional advice and help. 

This first lesson in the Finance, Accounting, i^okkeeping area is 
intended to make the student aware of the many ways money is involved 
in business, the necessity of keeping records, and how records help in 
decision -making. 

We want to stress the fact that financial infonnation is necessary 
for the owner-manager vrfio needs to know the general financial condition 
of his business in order to decide on future courses of action. In 
addition, a number of governmental agencies and financial institutions 
require financial information for tax purposes or for use in evaluating 
loan applications. The businessman cannot possibly remember the large 
number of transactions on the money side of the business. Since the 
information is vital to the very survival of the business both for 
the personal use of the owner and as required by law (for income tax 
purposes, etc.) bookkeeping records are essential. 
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OBJECTIVE 

The student will discuss the use md need for bookkeeping records 
in a business. 



RESOURCES REQUIRED 
1, Flip chart . 



1. Hmd out Readings, 

2n Read the Purpose and Introduction. Discuss. 



PURPOSE 

In this lesson you will discuss: 

1. the many ways money is involved in business 

2. the necessity of keeping records of the money paid out and 
received by a business 

3. how records can help in making business decisions. 



INTRODUCTION 

Money is necessary to start and run any business - large or 
small. A business needs money to pay off its bills, taxes, lo^ 
and employeet* 

In busines,^ you must use your money wisely and one of your 
most iiiportant a5.ds is a good set of records. These records will 
shew the things ii^volved in the dollar side of your business. 



OBJECTIVE: THE STUDENTT WIU'DISOJSS THE USE AND NEED FOR BOOKKEEPING 
RECORDS IN A BUSINESS. 



Stimulus 

3. Ask the students if records are important to a businessman. 
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Clarify Problem 

4* If students answer that records are inportant to a business » have 
them clarify hew the records would be important. List clarifi- 
cations on the flip chart. 

If students answer that they feel that records would be of no use 
or if they are unclear how records could be of use, ask them to list 
the types of questions they would want to find out about a business 
operation before buying or setting one up. List their questions 
on the flip chart. 

After listing all the questions ask the students how the business- 
man would go about answering the qisestions what sources would 
be used? 

NOTE: The source of information vo aivswer most questions about any 
business (past and/or future) is records. 

Now ask again the question: "Are records of inpcrtance to a busi- 
nessman?" 



CONTENT 

1. Wtat are Business Records? 

When you are in business, yoa will need to answer these 
questions: 

a. How much money do you owe for loans? 

b. How much money did you receive from each sales last 
month? 

c. How much money is your merchandise worth? 

d. Hw much do people buying on credit ov/e to you? 

e. How much merchandise did you buy last week? 

f . -How much have you paid out in wagps so far this year? 

g. How much have you paid to the government for Iftiemploy- 
ment Insurance and Canada Pension Plan on behalf of your 
exiployees? 

Where will you find the answers to -these questions? 

Your business records will answer these and many other 
questions which are in5)ortant to a business. 
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Your records are a set of bocks into vhich you record 
the dollar dealings of your business. In the Finance, Ac- 
counting, Bookkeeping lesscais (FAB wessons) you will learn how 
to record the dollar dealings business arid how to use the 
information to help you make business decisions. 





In the FAB lessons you will learn to record: 


a. 


Revenues 


b. 


Foq)enses 


c. 


Purchases 


d. 


Credit Sales 


e. 


Cash Sales 


f. 


Cash Receipts 


g- 


Loans 


ho 


Grants 


i. 


Cash Payments 


j- 


Time Payments 


k. 


Cheques 


1. 


Deposits 


m. 


Payroll 


n. 


Taxes 


0. 


Bad Debts 


P- 


Depreciation 




Other money dealings - 



5. Read Section 2 of the Readings. 



2. Who Uses the Information that Business Records Contain? 

Some of the people that would use your business records 
to obtain information are: 

a. The owner of the business - You as the owner-manager of 
your own business would vrant to know all about the money 
dealings of your business. 

b. Manager of the Credit Union - If you applied for a loan 
for your busires's, the manager of the credit union wcHild 
want to know liow well you were running your business and 
whether your business was making money. 

c. Bank Mana^^er - If you applied to the bank for a business 
loan, the bank manager would want the same kind of in- 
fomation as the manager of the credit union. 
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d. Suppliers of stock and merchandise - Suppliers would want 
to know whether your business can pay v*iat it ewes. This 
will help them decide whether they should ask ycHi to pay 
cash for stock and merchandise or whether they can give 
you credit. 

e. Government departments and agencies • Seme government de- 
partments and/or agencies will provide loans if the per- 
son or the coip?>any can qualify for it. They migjit insist 
that business records be available for them to dieck. 
The Taxation Department mif^t want to check your business 
records from time to time. 

NOTE: Failure to pay taxes on time can result in a fine 
and the taxes still must be paid. 

As you can see, business records are valuable to you as 
owner-manager of your own business, and they are also required 
by: 

a. Government departments - for tax purposes or when ap- 
plying for loans 

b. Banks or credit unions - vd\en applying for loans 

c. St5)pliers - if you are buying your stock on credit. 

In the FAB lessons you will learn how to prepare busi- 
ness records for yourself as well as government departments 
and others interested in the financial aff^iirs of your busi- 
ness. In addition, you will be shown how to prepare the forms 
that the governments require for sales tax, unemployment in- 
surance, Canada Pension Plan, and Income taxes* 



6. Discuss the Readings. 

7. Read Section 3 of the Readings. 



3* Lessms in FAB 

Following is a list of the lessons you will take in 
Finance, Accounting, Bookkeeping, 

LESSON NUMBER TITUE 



FABI Introduction to Finance, Accounting, 

Bookkeeping 

FAB2 Vftiat is Bookkeeping, Accounting and 

Financial Management? 
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FAB3 What is a Business Worth? 

rAB4 Starting the Boolckeeping System 

FAB5 Recording Business Transactions 

EAB6 Recording Revenues ai^ Expenses 

FAB7 Taking the Trial Balance 

FAB8 Preparing the Work Sheet 

FAB9 Elanentary Profit § Loss Statement 

FABIO Elwnentary Balance Sheet 

FABll Recording Closing Entries 

FAB12 Sources of Funds For Starting the Business 

FAB13 Bookkeeping Reviewed 

FAB14 Recording Your Purchases 

FAB15 Should You Sell on Credit? 

FAB16 Recording Credit Sales 

FAB17 Recording Cash Receipts 

FAB18 Sales Tax 

FAB19 Recording Cash Payments 

FAB20 Handling and Recording Cash 

FAB21 Banking 

FAB22 The General Journal 

FAB23 Inventory 

FAB24 Adjustments For Inventory 

FAB25 Financial Statements 

FAB26 Payroll Deductions 

FAB27 Recording the Payroll 

FAB28 The Synoptic Journal 

FAB29 Depreciation 

FAB30 Year-End Adjustments 

FAB31 Preparing Financial Statements 

FAB32 Year-End Reporting 

FAB33 Personal Income Tax 

FAB34 Business Income Tax 

FAB35 Financial Management 

FABS6 Analyzing the Profit and Loss Statement 

FAB37 Analyzing the Balance Sheet 

FAB38 Working Capital 

FAB39 Planning aivl Budgeting 

FAB40 The Cash Budget 

FAB41 The Operating Budget 

FAB42 Projected Financial Statements 

FAB43 Financing the Business 

FAB44 Finance > Accounting , Bookkeeping and 
the Management Process. 



8. Discuss the areas that are covered in the Finance, Accounting, 
Bookkeeping area* 

Lessons 1-2 Establishing the reasons for keeping records. 
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Lessons 3-30 



Lessons 31 - 37 
Lessons 58 - 43 
Lesson 44 



Learning the niechanies of Bookkeeping and Ac- 
countings; 

(1) Debit/Credit 

(2) Posting Procedures 

(3) Journals 

(4) Ledgers 

(5) Synoptic 

(6) Bank Reconciliation 

(7) Balance Sheet 

(8) Profit and Loss Statement 

Analysis of the information in the records 

Planning and Budgeting 

Finance, Accounting, Bookkeeping in 
Management Decision-Making 



9. Read Section 4 of the Readings. 



Summary 

The dollar side of business is very important. Business 
records help you keep track of how the business is doing. 
Knowing how to make the records, analyze, and plan with 
them will increase your chances of business success. 



Indicator 

10. Have the students list on the flip chart the reasons lAy bookkeeping 
records are inq[)ortant to a business. 



11. Have the students discuss the reasons listed on the flip chart. 
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SUBJECT FINANCE, ACCXXNTING, BOOKKEEPING 



LESSON FAB2 V«AT IS BOOKKEEPING, AOXXJNTING, AND FINANCIAL 



INSTOJCTOR'S GUIDE 



(A'ERVIEW 

The financial aspects of business are of loajor coiicem to any busi- 
nessman, particularly if he Is placed in a position of responsibility. 
The manager of any business has a need to collect, report, interpret and 
use financial information. 

This lesson defines bookkeeping, accounting, and financial 
management are all about. Remeinber that the majority of the students you 
are working with have had little or no previous experience with business 
management. To them business is siji;>ly the sale of merchandise or ser* 
vices and the receipt of cash. In order to gain a clearer understanding 
of what management is all about, the student must be exposed to the man- 
agement functions of planning, organizing, directing, and controlling - 
especially as to how these fisictions affect the varied tasks of manage- 
ment. (The overall view of these four fiEictions is dealt with in the 
Management Process lessons.) Showing how these functions aie translated 
into management tasks concerned with the financial aspects of business 
is the purpose of Finance, Accounting, Bookkeeping (FAB) lessons. There- 
fore, one of the first goals of the Finance, Accounting, Bookkeeping 
(FAB) lessons is to identify ;^t the tasks of Bookkeeping, Accounting, 
and Financial Manag^nent are. 

Bookkeepij ig can be defined as the task of collecting and recording 
the financial information of th^ business. Through the use of Journals 
and Ledgers, bookkeeping records and shows \i\jat assets are owned (the 
dollar value of these assets and how these assets were obtained) and what 
liabilities are owed (the dollar value of these liabilities and to vdicro 
they are owed) . It also records and shows any changes in assets and li- 
abilities. 
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Accounting can be defined as the task o£ recording, classifving, 
sunsnarizing, and interpreting the financial infonnation of the business. 
By this definition bookkeeping (because it is the job of collecting and 
recording the financial information) is part of the job of accounting. 
Accounting is concerned with the preparation of financial statements and 
the interpretation of the infoimation these statements contain. 

Financial manageirx^ nt can be defined as the task of using the fin- 
ancial information about the business in order to plan and control the 
future activities. It deteimnes such things as: whether funds are 
available to start the business, if additional funds are required to 
stay in business, where the funds will come from and how the debts of 
the businesi> will be paid. 

The three tasks of bookkeeping, accounting and financial man- 
agement are closely related; they all deal with the sain& facts from dif- 
ferent points of view. Bookkeeping collects and records the financial 
information of the business. Accounting classifies, summarizes, and in- 
terprets the financial information of the business. Financial management 
uses the financial information of the business in order to plan and con- 
trol future business activities. The interrelationship of these three 
lobs has been a vital factor in the sequencing of the Finance, Ac- 
counting, and Bookkeeping lessoiiS. The student must first learn 
how to collect and record the financial infoimation, then he must learn 
to classify, summarize and interpret this financial information, and 
finally he must learn how to use the financial information in order to 
plan and control future business activities. 



OBJECTIVE 

Given a list of various management jobs the student will be able to 
identify which are bookkeeping, accounting or financial management tasks. 



RESOURCES REQUIRED 

1. Exercise FAB2-1, "Management Sales'' 



METHODOLOGY 

1. Hand out the Readings* 

2. Read aloud the Purpose and Introduction. 
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PURPOSE 

In this lesson we will discuss managejnent ' s need for book- 
keeping, accounting and financial management. 



INTRODUCTION 

Management is responsible for the success or failure of a 
business. Management must co-ordinate the resources of the busi- 
ness; these are: 

1 . money 

2 . materials 

3 . men . 

To help plan, organize, direct and control the dollar side of 
business, management- engages in bookkeeping, accounting and fin- 
ancial management. A good set of records is essential to the whole 
management process. 



OBJECTIVE: GIVEN A LIST OF VARIOUS MANAGEMENT JOBS THE STUDENT WILL BE 
ABLE TO IDENTIFY WHICH ARE BOOKKEEPING, ACCOUNTING OR FIN- 
ANCIAL MANAGEMENT TASKS. 



Stimulus 



3. Ask the students to describe in their own words what accounting, 
bookkeeping and financial management mean. Have one of the students 
write the definitions on the flip chart. 

4. Ask the students how records would be useful in doing the tasks of 
accounting and financial management. List the answers on the flip 
chart. 



Clarify Problem 

5 . Read Section 1 of the Readings and have the students discuss . 
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CCKIENT 

1. Management's Financial Tasks 

In order to make decisions, managers must have infor- 
mation. Where will you get information about the dollar side 
of a business when you are a manager? 

You will find the financial information in the records 
or books of your business. You as the manager will be re- 
sponsible for gathering and analyzing the information as well 
as for setting up plans based on the information. 

The jobs of gathering information, analyzing the infor- 
mation, and setting plans based on the information are identi- 
fied by special names as follows: 

a. Gathering information about the financial side of the 
business is called bookkeepin g. 

b. Analyzing the information is called accounting . 

c. Setting up plans based on the information is called fin - 
ancial management . 

Without records an, accurate picture of the business is 
not available. Without a clear picture (i.e. enougih infor- 
mation) you cannot expect to make the correct decision or de- 
cisions. Knowing how to set up and use records is essential 
to the success of the business. 



Provide Information 

6. Read Section 2 of the Readings. 



2« Bookkeeping 

Bookkeeping is the job of recording the dollar information 
of the business. It is the job of gathering tlie sales slips, 
dieques, invoices, vouchers, and other paiper documents and 
actually writing the dollar figures into a set of records. 

In the following FAB lessons you will be doing bookkeeping 
for different types of business transactions. 
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7. Have the students discuss Section 2 of the Readings and refer to 
the meanings listed by the students on the flip chart. 

The following FAB lessons deal with bookkeeping: 



FAB4 Starting the Bookkeeping System 

FAB5 Recording Business Transactions 

FAB6 Recording Revenues and Expenses 

FABll Recording Closing Entries 

FAB13 Bookkeeping Reviewed 

FAB14 Recording Your Purchases 

FAB 16 Recording Credit Sales 

FAB 17 Recording Cash Receipts 

FAB 19 Recording Cash Payments 

FAB21 Banking 

FAB22 The General Journal 

FAB24 Adjustments for Inventory 

FAB26 Payroll Deductions 

FAB27 Recording the Payroll 

FAB 2 8 The Synoptic Journal 

FAB29 Depreciation 

FAB 30 Year-End Adjustments 



8. Read Section 3 of the Readings. 



3. Accounting 

Accounting is defined as the task of recording, classi- 
fying, summarizing and interpreting information about the dol- 
lar activities of a business. Let's look closer at this de- 
finition. 

a. Recording 

This refers to the task of collecting, and entering into 
the books the financial information of the business. 

b. Classifying 

(1) Which activities of the business are concerned witJi 
the taking in of cash? 

(2) Which activities of the business are concerned with 
the paying out of cash? 

(3) Which activities of the business are concerned with 
buying or selling of equipment, land, buildings, or 
merchandise? 

To show a clearer picture of the results of business 
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operations, similar types of business activities can be 
grouped together. It is part o£ the accounting task 
to decide how the financial information is to be grouped 
together. 



(1) How much money was taken in from cash sales during 
the past week, month or year? 

(2) How much money did you receive from loans? 

(3) How much did you pay out for wages, power, merchan- 
dise, etc.? 

B)r totalling the various groups of information you have 
in your records, and by presenting the totals in various 
financial statements, you are able to answer the above 
questions and many others. 

d. Interpreting 

(1) Did you sell more this month than last month? 

(2) Do you owe more money than you are able to easily 
repay? 

(3) How much do you owe? 

(4) How much do you own? 

Through examining the financial statements you are able 
to determine how your business is doing now as compared 
to the past and how certain decisions have affected the 
business. 

In the Finance, Accounting, Bookkeeping lessons you will 
learn how to prepare the financial statements you will need, 
how to conpare these financial statements (to each other and 
to those of other periods), and how to analyze these financial 
statements in order to determine the financial position of 
your business. 



9. Discuss Section 3 of the Readings with the students. Where appro- 
priate refer to the meanings of accounting listed by students (under 
point 3 of Stimulus). 

The following F^VB lessons deal witli accounting: 



c. Summarizing 



FAB3 
FAB7 



IVhat is a Business Worth? 
Taking the Trial Balance 
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FAB8 Preparing the Work Sheet 

FAB9 Elementary Profit § Loss Statement 

FABIO Elementary Balance Sheet 

FAB18 Sales Tax 

FAB20 Handling and Recording Cash 

FAB21 Banking 

FAB2 3 Inventory 

FAB25 Financial Statements 

FAB26 Payroll Deductions 

FAB31 Preparing Financial Statements 

FAB32 Year End Reporting 

FAB33 Personal Income Tax 

FAB 34 Business Income Tax 

FAB36 Analyzing the Profit and Loss Statement 

FAB37 Analyzing the Balance iht^t 

FAB38 Working Capital 

FAB40 The Cash Budget 

FAB41 The Operating Budget 

FAB42 Projected Financial Statement 



10. Read Section 4 of the Readings. 



4. Financial Management 

Financial management is defined as the task of using the 
financial infonnation of the past in order to plan and con- 
trol future business activities. 

Some of the questions you will be faced with when plan- 
ning and deciding how to control these future activities are: 

a. Do you have enough money to start the business? 

b. Will you need additional fu^ids in order to stay in busi- 
ness? 

c. Will the business have enougji ready cash to pay its bills 
v^en they are due? 

d. Where can you get funds from? 

e. What are the best repayment teims for your business? 

To aid in answering tbjese types of questions the Finance, 
Accounting, Bookkeeping lessons will show you how to prepare 
and use the following too7i.s: 

a. Cash Flow Statement 

b. Source and Application of Funds Statement 

c. Break-even Analysis 

d. Operating Budget. 
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II. Have the students discuss Section 4 of the Readings. Where appro- 
priate to the meanings listed by zhe students on the flip chart. 

The following FAB lessons deal wit^t financial management: 



FAB12 


Sources o£ Funds For Starting the Busiitess 


FAB15 


Should You Sell on Credit? 


FAB36 


Analyzing the Profit and Loss Statement 


FAB37 


Analyzing the Balance Sheet 


FAB38 


Working Capital 


FAB39 


Planning and Budgeting 


FAB40 


The Cash Budget 


FAB41 


Tlie Operating Budget 


FAB42 


Projected Financial Statements 


FAB43 


Financing the Business 



NOTE: Many of the lessons in the Finance, Accounting, and Book- 
keeping area fall into more than one of the functions of 
bookkeeping, accounting or financial management. This is 
so because bookkeeping is part of the function of ac- 
counting. Likewise, accounting is part of financial uian- 
agement, financial management in this sense is more than 
just arranging for and payment of short, intermediate and 
long-term financing. 

12. Read Section 5 of the Readings and discuss. 



5. Summary 

The tasks of bookkeeping, accounting, and financial man- 
agement are closely related. They all rely upon the present- 
ation and use of financial information in order to plan and 
control the dollar activities of a business. 

a. Bookkeeping records the information. 

b. Accounting classifies and sumnarizes the recorded in- 
formation, and interpxets the past perfomance of the 
business . 

c. Financial Mana^tement uses the interpretation of past 
performance (obtained in accounting) to plan future 
business operations. 
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Indicator 

13. Hand out Exercise FAB2-1, 

14. Instruct the students to indicate those jobs vihicH are part o£ the 
tasks o£ bookkeeping, accounting, or financial management by marking 
a "B", "A", or "P' beside the job. "B" is to indicate a bookkeeping 
job. "A" is to indicate an accounting job. "F" is to indicate a 
financial management job, 

15. Discuss the student's answers to the exercise before indicating the 
answers. 

Possible Answers 



1. 


F 


2. 


B 


3. 


A 


4. 


B 


5. 


B 


6. 


B 


7. 


A 


8. 


A 


9. 


F 


10. 


F 


11. 


F 


12. 


B 


13. 


A 


14. 


F 


15. 


A 
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SUBJECT FINANCE, ACOOUNTING, BOOKKEEPING 



UESSON FAB2 MiAT IS BOOKKEEPING, ACCOUNTING AND FINANCIAL 
MANAGEMENT? 



EXERCISE FAB2 - 1 
MANAGEMENT JOBS 



Indicate whic^i of the following jc*s would be part of the bookkeep- 
ing, accounting, or financial management tasks by marking a •3", ••A', or 
"P" beside each job. 

••B" indicates Bookkeeping 

••A'" indicates Accounting 

''F' indicates Financial Management. 

1. Arranging for a loan from the ggvemment, 

2. Recording a cash sale in your records. 



3. Preparing a statement to shew hew much the business owns 
and owes. 

4. Making deductions from an en^loyeel^ pay cheque. 

5. Preparing e bank deposit. 

6 . Writing a cheque for merchandise bouj^t for resale . 

7. Calculating the total expenses for the past year« 

8. Calculating the profit made over the past year. 

9. Conparing the plans for last year's operations with the 
actual results of last year's operations. 

10. Seeking out sources of funds to expand the business. 
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11. Calculating how much money you need to e^and the business. 
12* Keeping track of the day- to-day payments of cash. 

13. Calculating how nuch income tax you nust pay because of 
last year's operations* 

14. Conparing the expenses of operating an old machine to the 
expenses of buying and operating a new madiine. 

15* Seeing if the sales have increased over a period of years 
and if there is a pattern to these increases « 
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SUBJECT 



FINANCE, ACCOUNTING, BOOKKEEPING 



LESSON FAB3 



WHAT IS A BUSINESS WOKIH? 



INSTRUCTOR'S GUIDE 



OVERVIEW 



In all bookkeeping a certain pattern is followed. In most systems 
a tenqx)rary recx)rd of each transacticm is first made. From this the 
permanent records of the business are drawn up these records are con- 
tinuous year after year. 

Periodically the records are summarized. Those belonging to a de- 
finite period are brou^t together to determine the revenue, operating 
costs and the profit or loss. 

At the end of an accounting period, statements are prepared so that 
the owners may see how their business is progressing. These financial 
statements not only suninarize the business for the period just conpleted 
but also serve as the starting point for the next financial period. 

In this lesson the stud^t will be shown how to start a bookkeeping 
system. As a starting point he must detemdne what the business is 
worth at the present tiine. To do this he prepares a sijiq>le Balance 
Sheet headed by the titles •'What the Business Owns" and •'What the Busi- 
ness Owes". The teims Assets, Liabilities, cind Net Worth are thm de- 
fined and used to replace the titles . 

Anything a business wns that has a mmey value is an asset of the 
business; exan^iles are: cash, merchandise, supplies, amounts owed by^ 
customers (accounts receivable), land, buildings, furniture, fixtures 
and equipment. 

Anything the business owes is a liability > Liabilities mig^t in- 
clude amounts owed to suppliers (accounts payable) or to the bank 
(notes payable) , wages earned by eiqployees since the last pay day, 
and other amounts due. 
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The difference between #4iat the business owns and what it owes is 
the ajiK)unt that really belongs to the owner of the business - his Net 
Worth or equity (sometijnes called capital or proprietorship) . 

Liabilities can be ttought of as creditors' rights or claims against 
the assets of the business, and Net Worth as the owner's rights. The 
sum of these rights to the assets, of course, will always equal the sum 
of the assets themselves. In other words » the total assets will always 
equal the total liabilities (creditor's rights) plus the capital (owner's 
rights). More siii5)ly: 

Assets « Liabilities ♦ Net Worth 

This equation is known as the accounting equation. It is the frame* 
work on which is built the financial records of a business. 



OBJECTIVE 

Given facts and figures about v^t is owned and owed by a business, 
the student will be able to prepare a Balance Sheet. The Balance Sheet 
will be evaluated according to the following criteria: 

1. The itemization of the data follows the accounting equation: 
ASSETS « LIABILITIES OWNER'S WORIH. 

2. There is a heading at the top of the Balance Sheet that states who 
the statement is prepared for, vAigit type of statement it is, and 
when the statement is prepared. 

3. The total aniDunt on both sides of the Bii^lance Sheet is the same. 

4. The information conforms to that given in the item. 

5. Both sides of the Balance Sheet are totalled and the total dcHJible 
ruled. 

6. The entries are legible. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Boynton, Lewis D. 20th Century Bookkeeping and Accounting. Toronto: 
W.J. Gage and Co. , 1969, To be obtained from library. 

This book may be used as a reference for all the bookkeeping lessons. 



RESOURCES REQUIRED 

1. Case FAB3-1, '•Bill Duran Buys a Store". 
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MHTHQDOLOGY 

1. Review the definition of bookkeeping given in F/\B2. 

Bookkce.ping >c4 the job OjJ xccoxding tJic 
dotlAX Ln^onmxtion tkz faoix^ncAi. It 
ii, tlic Job 0^ gaXlieAX-ng tiie. i£ip4, 
diCQuca, ^nvotcei, uoac/ie'ti , cind ctliCi 
papZ'X docwncntii Oiid actuxUZij lO^uXuxg CIlC 
dcttoA ^iguAU into a bcX oi^ icccicii. 

2. Tell the students that in this lesson they will begin learning how 
to use bookkeeping practices to prepare meaningful records. 



OBJECTIVE: GIVEN FACTS AND FIGURES ABOUT \mT IS OWNED AND OWED BY A 
BUSINESS, -mE STUDENT WILL BE ABLE TO PREPARE A BALANCE 
SIEET. THE BALANCE SHEET WILL BE EVALUATED ACCORDING TO 
THE POLLaVING CRITERIA: 

1 . THE ITEMIZATION OF THE DATA FOLLOWS THE AQDUNTING 
EQUATION: .^SETS - LIABILITIES ♦ OWN'ER'S WOKIH. 

2. THERE IS A HEADING AT THE TOP OF TTflE BALANCE SHEET THAT 
STATES WHO THE STATEMENT IS PREPARED FOR, WHAT TYPE OF 
STATBeJT IT IS, AND WHEN THE STATEMENT IS PREPARED. 

3. THE TOTAL AMOUNT ON BOIH SIDES OF THE BALANCE SHEET IS 
THE SAME. 

4. THE INFORMATION 00NP0RM5 TO THAT GIVEN IN THE ITEM. 

5. BOTH SIDES OF THE BALANCE SHEET ARE TOTALLED AND THE 
TOTAL IS DOUBLE RULED. 

6. THE ENTRIES ARE LEGIBLE. 



Stimulus 

3. Ask the students if records are of any help in detemining the valu 
of a business. 



Clarify Probl«n 

4. Discuss tlie above question by having the students explain how the 
records could be of help in detemdning xhi value. Records will 
reveal the following: 
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How imch is owned by the business. 

How naich is owed by the business to outside creditors (people or 
other businesses money is owed to). 

By knowing how much is owned and how much is owed; it is possible 
to calculate the worth of the business. 

Amount owned 
Less Amount owed 

Worth of Business 



Provide Infoimation 

5. Hand out Readings. 

6. Read aloud Purpose and Introduction. 



PURPOSE 

In this lesson you will learn how to record: 

1. What the business owns 

2. What the business owes 

3. What the business is worth. 



INTRODUCTION 

Since bookkeeping records help you to see vrfiat progress the 
business is making^ they can be called the "eyes of the business.*' 
Good records help you prepare plans for the ftiture, avoid making 
mistakes 9 and determine the cause of any dianges. Studies show 
that the success or failure of a business may often be traced to 
the lack of good bookkeeping records and the manager ^s lack of 
skill in preparing and analyzing records. 

In starting a bookkeeping system the first step is to find out 
vAiat the business Is worth ri^t at this time. Changes can later 
be recorded as they take place. In order to determine what the 
business is worthy it is necessary to know what is owned and what 
is owed. 



7. State that the first step in business bookkeeping is to find out 
y/txat is presently owned and owed. 
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8, Read Section 1 o£ the Readings. 



CONTENT 

1. b/eryone i> a Bookkeeper 

You have been a bookkeeper from the day you received 
your first nickel. True, you probably did not keep a writ- 
ten record o£ the cash you were given or the cash you spent. 
When you bou^t soda pop or candy, you probably did not mark 
it down in a book; however, you did calculate the amount you 
would have left after buying these things. After paying for 
your purchase you counted the money in your pocket or purse, 
and subtracted this amount from the total sum you had that 
morning to make sure that you had not lost any money and had 
received the right change. 

Although you completed the calculations mentally, you 
were actually performing some of the duties of a bookkeeper.. 
If you had recorded these calculations on paper, you would 
probably have arranged them as follows: 



Cash I had to spend 25^ 

Bought 1 soda pop. .ISj 

Cash remaining , lO^ 

Bou^t 3 bubble gum 3^ 

Bought 2 licorice 4^ 

Total cost of candy 7^ 

Cash I should have left , 3<^ 



Today you receive and pay out more cash than v^en you 
were young. Now you must pay rent, heat, clothing, food, 
other necessities, and entertainment. But you still make the 
same basic calculations as above to be sure that you have the 
right amount of cash. 

In addition you mi^t wish to calculate how much you are 
actually worth (i.e. , how much you can consider entirely your 
own at any time) . To do this you could make up a statement of 
the things you own and the amounts you owe. T^e statement 
mi^t look like the following: 

Cash $170.00 

Furniture 600.00 

Clothing 300.00 
Total Value of possessions $1,070.00 
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Owing to grocery store $155.00 
Owing on furniture 150,00 
Total debts 505,00 

Own Net Worth $ 765,00 

In business, the recording o£ cash received and paid out 
and the calculation o£ the difference follows much the same 
procedure as m your everyday bookkeeping. However, the a- 
mounts involved and the number of things to record are so 
much larger that you have to use a method of keeping these re- 
cords that will ensure their accuracy and also make them 
easily understood by everyone concerned. 



9, Ask students how they would determine how much a business is worth, 

10, Have students list their answers on the flip chart, 

11, Read Section 2 of the Readings. 



2, Measuring the Progress of the Busines s 

You have just seen that your personal worth is obtained 
by subtracting the total value of your debts from the total 
value of your possessions. In the case of a business, this 
information must be kept in written form because even in a 
small office the necessary records are so numerous that no 
person can possibly remeirfcer all t^^ details. 

By conqparing the value of your business at different 
times, you can see what progress your business is making. How- 
ever before trying to measure the progress, a starting point 
from which to begin the measurement must be determined. This 
starting point is the exact value of the business at the time 
the detailed written records are begun. 

The first step is to find out what the business owns and 
what the business owes. Then by subtracting the total amount 
owed from the total amount owned you will see what the busi- 
ness is valued at, 

Joe Mathew is the owner of a small business . On December 
31, he listed everything that his business owned - every arti- 
cle that it owned for the purpose of doing business, as well 
as the money used in conducting the business; and everything 
that it owed - money owing for articles obtained for use in 
the business. He listed the information as it is shown here: 
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IVhat My Business Owns 



What My Business Owes 



Cash 
Land 

Building 
Equipment ^ 



$ 300.00 
900.00 
700.00 



Loans from gov't. $2,000.00 



TOTAL 



$2,000.00 



Furniture 



400.00 



TOTAL 



$2,300.00 



As Joe Mathew is interested in what the business is 
worth he lists only the things owned and owed by the business. 
He does not include his own private belongings and debts. 
From the list he can now find the value or net worth of his 
business by subtracting the total amount the business owes 
from the total of vrfiat it owns. 

Total Amount Owned by Business $2,300.00 
Total Amount Owed by Business 2,000.00 

Value or Net Worth of the Business $ 300.00 



In business we call this itemized statement of what is 
owned and \Aiat is owed, a BALANCE SHEET. The Balance Sheet 
is a statement for one date only . 

ITie heading of the statement answers these questions: 

a. vdio is the statement prepared for? 

b. what is the type of statement? 

c. v^en was the statement prepared? 

The heading of Joe Mathew 's Balance Sheet would be as 
follows : 



12. Discuss and clarify the above Readings. 



13. Read Section 3 of the Readings and discuss. 



3. 



Balance Sheet 



Joe Mathew 
Balance Sheet 
as of December 31, 19 



The body of the Balance Sheet is separated into three 
sections — ASSETS, LIABILITIES and NET WORTH. 
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Let's examine v^iat is put into each section. 



14. Read Section 4 of Readings and discuss. 



ERIC 



4. Assets 



Anything that a business OWNS is called an asset. Some 
assets could be: 

a. cash that the business has in the till 

b. the land 

c. the buildings 

d. the merchandise it has on the shelves for sale 

e. the equipment it uses to service customer's goods 

These are just a few of the assets a business mi^t have. 



AN ASSET IS SOMETHING OF VALUE OWNED BY A BUSINESS 



Assets are listed on the left-hand side of the Balance 
Sheet . 



Assets 

Cash XX 
Merchandise for Resale xx 

Land xx 

Building xx 

Equipment xx 

Total Assets xxx 



Owed 



Joe Mathew 
Balance Sheet . 
as of December 31, 19 



Assets 

Cash 
Land 

Building 
Equipment S 
Furniture 



$ 300.00 
900.00 
700.00 

400.00 



My Business Owes 
Loans from gov't $2,000.00 
Net Worth 300.00 



Total Assets $2,300. 00 



Total 



$2.300.00 
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15. Read Section 5 of the Readings and discuss. 



5. Liabilities 

Any amount of money owed by the business is known as a 
LIABILITY. The one to v^om the money is owed is called a 
CREDITOR because he has given credit to the business. Some 
liabilities of a business could be; 

a. money owed to people who sold goods on credit 

b. the amount owed on a loan 

c. the amount owed on equipment and fixtures the business 
bought on credit. 

These are just some of the liabilities a business might have. 



A LIABILITY IS A DEBT OWED BY THE BUSINESS. IT REPRE- 
SENTS A CLAIM BY OUTSIDERS ON THE ASSETS OF THE BUSI- 
NESS 



Liabilities are listed on the right-hand side of the 
Balance Sheet. 

Assets Liabilities 



Cash XX 

Land xx 

Building xx 
Equipment ^ 

Furniture xx 



Amount owed on goods 

bougjit on credit xx 
Amount ov;ed on loans xx 
Amount owed on equipment 

§ fixtures xx 

XXX 
XX 

Total Liabilities 
§ Net Worth xxx 



Total Assets >ooc Total Liabilities 

Net Worth 
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Joe Mathew 










Balance Sheet 








as of December 31, 19 




Assets 






Liabilities 


Cash 


$ 


300.00 


Loan from gov't 


$2,000.00 


Land 




900.00 




Building 




700.00 


Total liabil- 




Equipment ^ 






ities 


$2,000.00 


Furniture 




400,00 












Net Worth 


300.00 








Total Liabil- 




Total 






ities 5 Net 




Assets 


$2 


.300.00 


Worth 


$2,300.00 













16. Read Section 6 o£ the Readings and discuss. 



6. Net Worth 

The owner's or proprietor's claim on the assets o£ the 
business is known as the NET WORTH of the business. Other 
terms used for NET WQRTH are OWNER'S WORTH, PRESENT WORIH, 
CAPITAL , or OWNER'S EQUITY. 

If the business has no debts (liabilities) the Net Worth 
is equal to the total amount of the assets. 

When the business has debts (liabilities) , the Net Worth 
is equal to the difference between the total assets and total 
liabilities. 



NET WORTH IS THE AMOUNT OWED BY THE BUSINESS TO ITS 
OWNERS AND REPRESENTS THEIR CLAIM ON THE ASSETS OF 
THE BUSINESS 



The Net Worth section of the Balance Sheet is listed on 
the right-hand side of the balance sheet imnediately below 
the liabilities. 
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Assets 

Cash 
Land 
Building 
Equipment 



XX 
XX 
XX 
XX 



Liabilities § Net Worth 

Liabilities 

Amount owed on goods 
bou^t on credit xx 

Amount owed on loans xx 

Amount owed on equipment 
§ fixtures bought on 
credit xx 

Total liabilities xxx 

Net Worth 

Money owed to owners >oc 
Present Net Worth xx 



Total 
Assets 



xxx 



Total liabilities 
§ Net Worth 



xxx 



Joe Mathew 
Balance Sheet 
as of December 31, 19 



Assets 

Cash 
Land 

Building 
Equipment § 
Furniture 



$ 300 .00 
900 .00 
700.00 

400.00 



Total Assets $2,500.00 



Liabilities § Net Worth 
Liabilities 

Loan from gov't $2,000>00 
Total Liabilities $2,000.00 
Net Worth 

Own Money $300.00 

Present Net Worth 300.00 

Total Liabilities 

§ Net Worth $2,300.00 



17. Read Sectim 7 of the Readings and discuss. 
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7. Fundamental Bookkeeping EquaticBi 



ASSETS = LIABILITIES + NET WORIH 
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In any Balance 9ieet the total value of the assets is 
equal to the total value of the claijns of the creditors 
plus the value of the Net Worth, 



Assets 


Liabilities § Net Worth 




Liabilities 




Net Worth 







Total Assets Equal Total Liabilities Plus Net Worth 



Joe Mathew's Total Assets equal his Total Liabilities 
plus Net Worth so his Balance Sieet is correct. 



TOTAL ASSETS 
$2,300.00 
2,300.00 



EQUAL TOTAL LIABILITIES + NET WORTH 
$2,000.00 + $300.00 

2,300.00 



18. Read Section 8 of the Readings, 



Sunmary 

An ASSET is something of value OWNED by the biisiness . 

A LIABILITY is a debt OWED by the business. It re- 
presents a claim by outsiders on the assets of the business. 

The NET MORIH is a debt OWED by the business to the 
owners and it represents their claim on the assets of the 
business. It is the difference between the total as.sets and 
the total liabilities. 

The BALANCE SHEET is a statement of the assets, the 
liabilities and net worth of the business on a certain date. 
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The Fundamental Equation or the Balance Sheet Equation 

is: 

ASSETS - LIABILITIES ♦ NET WORTH 



Indicator 

19. Instruct the students to prepare a Balance Sheet from the infer - 
inati<»i in the Case FAB3-1. The Balance Sheet must meet the criter- 
ia outlined in the objective. 

Shown below is how this Balance Sheet should look. 





Bill Duran's Store 








Balance Sheet 






As of July 5, X9__ 




Assets 




Liabilities 




Cash 


$1,650.00 


Loan, government 


$4,800.00 


Land 


300.00 






Building 


1.500.00 


Owner's Worth 




Equipoient § 








Fixtures 


1.250.00 


Investment B. Duran 


750.00 


Truck 


850.00 










Total Liabilities 




Total Assets $5,550.00 


§ Owner's Worth 


$5,550.00 











i r 
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SUBJECT 



FINANCE, ACCOUNTING, BOOKKEEPING 



LESSON FAB3 



WiAT IS A BUSINEi>5 WORTH? 



CASE FAB5 - 1 



BILL DURAN BUYS A STORE 



On June 30, 19 Bill Duran ctecided to purchase the Middle Rapids 
Trading and General"Ttore . He h^id $750.00 of his own savings that he 
was going to invest and he arranged for a loan of $4,800.00 from a gov- 
ernment agency. 

On July 5, Bill paid $1,500.00 cash for the building; $300.00 for 
the land; $1,250.00 for the equipment and fixtures; and $850.00 for an 
old half- ton truck. He did not buy any of the merchandise because it was 
too old to be of resale value. 

With any money remaining from his savings and loan. Bill planned 
to purchase merchandise, improve the interior of the building and pay 
expenses such as power, heat and his own wages. 



Questions for Discussion 

1. Does Bill need to set up records for his business? If so, vrfiy? 

2. Prepare a Balance Sheet for Bill Duran 's business as of July 5, 19 . 
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SUBJEa FINANCE, ACCOUNTING, BOMCKEEPING 



LESSON FAB4 STARTING TOE BOOKKEEPING SYSTBI 



INSTRUCTOR'S GUIDE 



OVERyiEW 

As shown in lesson FAB3, '*Nhat is a Business Wbrth*\ the first step 
in starting a bookkeeping system is to prepare a list of assets » liabil- 
ities and net worth in a statement Imown as a Balance Sheet. Ihis Bal- 
ance Sheet is a business paper from which Infonnation is entered into the 
books of the business. First it is entered into a book called the Journal 
(sometimes called a **Book of Original Entr/'). A Joumal is sijif)ly a 
record of the daily transactions of the business. The first entries 
(i.e. those from the opening Balance Sheet) are called 'Y^pening Entries**. 

Each journal entry shows: 

1. the date of the transaction 

2. a brief description of it 

3. the amount of money involved 

4. the assets » liabilities^ net worthy or type of revenue or expense 
affected by the transaction. 

To make the information recorded in the Journal more usable » each 
item is transferred^ or posted^ to a General Ledger account. An account 
is a record of the increases and decreases in one type of assets liabil* 
ity« net worthy revenue, or expense. A book or file in which a nimber 
of accounts are kept together is called a General Ledger. 

A business uses as many acccuits as it needs for keeping track of 
its operations. For instance » a small business (with few pieces of 
equipment) may have only one account for all its equipment. A large 
business will probably need an account for each, type of equipment or 
even^ in some cases ^ for a single piece of eouipment. A business with 
only onfe owner will need only one ownership (net worth) account whereas 
a partnership will need an ownership accomt for each partner. 
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TTie opening entries are recorded in the Journal and the General 
Ledger as follo^rs: 

Assets are recorded as Dd>its 
Liabilities are recorded as Credits 
Net Worth is record^ as a Credit. 

The resulting entries inust coniform to the accounting equation rule: 

ASSETS « LIABILITIES ^ NET WORTH. 



OBJECTIVE 

Given information about a businesses assets, liabilities and net 
worth in the fom of a Balance Sheet, the student will be able to: 

1. Record the information in a Journal. 

2. Post the Journal entries to the proper General Ledger accounts. 



RESOURCES REQUIRED 

1. Case FAB3-1, "Bill Duran Starts a Store". 

2. 3-column Journal sheets. fThese can be obtained from a stationery 
store. 

3. Ledger Account sheets. (Buy a supply of both types for future 
lessons or run off a supply on a duplicating machine. 



MEIH)DOlJ0GY 

1. Hand out Readings. 

2. Read Purpose and Introduction. 



PURP>3SE 

In this lesson you will learn how to record the informaticm 
from the opening Balance Sheet into your business records. 



INreOPUCTIOH 

If information Is to be of greatest value to the business 
it nust be recorded in a permanent fora. 
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A book used to record transactions as tliey occur in the busi- 
ness i5 called a JOURXXL* Journal information is thiCn sorted by 
recording; it into ACCOU>a"S which are kept in a GE>IEFAI. LEXIER. 
lliis sorting enables a person to easily determine tite nuriber of 
each t\Tpe of transaction that has taken place over a period of time. 

In this lesson you will see how to make up the Journal and 
General Ledger. 

4 



oKJiiirrjvi:: ixrhuxtiox ABoirr a busixkss's assets, liabilities and 

\1:T ;v3RTll l.\ riii: FORM OF A a\L\NCL SHEET, THE STUDEOT WILL 
BE AliLli TO: 

1. iUicolU) TiO: I^^i)R^lvno^] in a jourml, 

2. lUST TIU: JOUllXVL LNTRIES TO THE PROPER GENERAL LHXIER 

Acaxms. 



Stimulus 

3. Hand out the Journal sheets to the students. Show the students a 
t>pe of Journal book commonly used in a business. 

4. Tell the students that this is the type of book they will be using 
throughout the course for recording financial information about a 
business. 

Clarify Problem 

5. Read Section 1 of the Readings. 
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1 . The Journal 

A Journal is a book which records business transactions 
in the order they occur. The Journal pages you will be using 
in this course will look like the following example* 
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There are inany other kinds of Journal pagps; soine have 
only one aioount column whereas others have several. Later you 
will be using a Journal which has several amount columns. 



6. On the flip chart or on a clear plastic sheet for an overhead pro* 
jector, draw the form of the Journal page and enter column titles. 













DATE 


DESCRIPTION 


POST 
REF. 


DEBIT 


- CREDIT 

















NOT!:: Use this form that you have drawn to illustrate the exairples 
given in the Readings. 

7. Read Section 2 of the Readings. Use the form drawn in point 6 above 
to illustrate the steps in journalizing. 



2. Recording in thie JcHimal 

The first two amount colurms on the Journal sheet are 
used for recording money. The first amount coIioti is headed 
'DEBIT*; the serond amount coluim 'CREDITS Amounts recorded 
in the left-hand or DEBIT column are known as DEBITS; amowits 
recorded in the ri^t-hand or CREDIT column are known as 
CREDITS. 

The values of assets > which appear on the left-hand side 
of the Balance Sheets are recorded in the left-hand or Debit 
coliOTi of the Journal. Assets are therefore said to be re • 
corded as debits. 

The values of liabilities and owner's worthy which appear 
on the right -hand side of the Balance Sheet » are recorded in 
the right-hand or Credit colvun of the Journal. Li^ilities 
and owner's worth are therefore said to be recorded as credits. 
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As we said in FAB3, the first step in setting \jp a book- 
keeping system is to prepare a list o£ assets, liabilities 
and owner's worth. This list was presented in the form o£ a 
Balance Sheet. The Balance Sheet is a business paper. The 
information it contains should be entered in the books of the 
business. The entry that begins or opens a new set of books 
is known as the OPENING BTOIY. 



Joe Mathew 
Balance Sheet 
As of December 31 , 19 



Assets 

Cash 
Land 

Building . 
EquipD^ent § 
Furniture 



Total 
Assets 



300.00 
900.00 
700.00 

400.00 



Liabilities S Net Worth 
Liabilities 

Loan from government $2,000.00 
Total Liabilities $2,000.00 



Net Worth 

Own Money $300.00 

Present Net Worth 



300.00 



Total Liabilities § 
$2>300.00 Net Worth $2,300,00 



a. Steps in Recording in the. Journal 

Step 1 : Record the date of the entry in the date 
colifflin. 























































* 


1 

























Step 2 : Record the assets as debits. The name of the 
asset is written in the description column. 
Hie dollar amount of the asset is written in 
the debit column. 
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i 










lot 










t 


JU. 3/ 




























^ OL 










iU;'. ^/ 


























i 



































Step 3: Record the liabilities and the owner's worth 
as credits. 



A 



3/ 



60 



OQ 



at 



at 



The arrangement of the opening entries in the Journal 
is as follows: 



3 n 








1 


( 








1 


} 






















































3/ii ^1.^^;^^ 








70 i 


5 cro 














Si 






























- « 




















A.. 


3/ 


















2i 
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Need for Accounts 

The Journal records transactions as they occur, but 
it does not bring together in one place all the infor- 
mation about each iton. 

For this reason the transactions in the Journal are 
sorted into forms known as ACCOUNTS. An account is a 
surmiary of the transactions that occurred to each type 
of item. It contains infoimation about that item only. 
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c. 



By looking at an account you are able to tell what 
transactions occurred and what arount is either owned 
or owed. 

Form of the Account 

There are many different forms of accounts but a common 
one which you will be using in the course is shown below: 




Accounts are kept in a book called a General Ledger. 



8. On the flip chart or overhead projector draw the account form. 



ACCCXJNT ND 
NAME 




NOTE: Use this form to illustrate the steps in posting the General 
Ledger accounts. 

At this point show the students a General Ledger book. (As there 
are various types of General Ledger books it would be advisable to 
show at least two types the student could purchase at a stationery 
store.) Explain that the General Ledger is used to sort tlie in- 
formation in the Journal into account! concerned with specific as- 
sets, liabilities, revenues, expenses or net worth. For example 
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the Journal information illustrated in the Readings is posted to 
six General Ledger accounts (cash, land, buildings, equipment and 
furniture, loans from. government and own money.) In each of these 
accounts, only the part of the Journal entry that affects that ac- 
count is posted. Using the General Ledger, the businessman is able 
to determine the balance of any one account, vfhat transactions af- 
fected that account, and when these transactions occurred. Each 
General Ledger account gives information about a particular amount 
while the Journal gives information about all accounts. 

10. Read Section 3 of the Readings. Hand out Ledger sheets so students 
can copy entries. 



3. Posting an Account 

Transferring Journal entries to the Ledger is called 
POSTING. 

Step 1: Open Journal to page on which opening entry is 
recorded. 

Step 2: Open General Ledger to first page. Indicate page 
number in upper right-hand comer. 

Step 3: Write account title on first line of Ledger. 


ACCOL/N 
NAME., 
AODP£G 


JT NO 






XI 


=RfS/IS 
^DIT 






a 


1 IMIT 


DATE 


ITEN^S- 


fOLlO 


v/ 


DEBITS 


v/ 


CREDITS 


0* 

ct 


v/ 


BALANCE 































































































































































































































Step 4 : Write date of Journal entry into date column of 
the account. 
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ACCOUNT NO. 



NAME. 



SHEET NO. 
.TERMS 



ADDPESS- 



.CREDIT LIMIT, 



DATE 



ITEMS 



FOLIO 



DEBITS CREDITS 



BALANCE 



Step 5 : Write in the 'description* column of the account 
. any special information that may be of value to 
anyone v^o later examines tiiis account. 

Step 6 : Write in the 'post ref,' column of the account the 
number of the page of the Journal frcxn which the 
entry comes. 



ACCCXJNT NO 
NAME 



SHEET NO. 
.TERMS 



ADCDRESS_ 



. CREDIT LIMIT . 



DATE 



ITEMS 



FOL»0 



DEBITS |\/ 



CREDITS 



BALANCE 



11 



Step 7: Return to Journal and write in the 'post re£. ' column 
the page nunber of the account to vdiich item is trans- 
ferred. 



Jo U RIVAL 




J)AT£ D£SCg(Pr<OA/ 
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step 8 : Transfer the $ amount of the transaction from Journal 
to the account. If the Journal entry is a debit 
entry, enter the $ amount in the debit column of the 
account . 



ACC( 
fSJAN/ 
AOD 


-xroT run 


'SHEET ND L 




I IK>»lT 




DATE 


ITEMS 


FOLIO \s/ 


DEBtTS jv/ 


CREDITS J 




BALANCE 








j 








i 








- 


1 




1 i f 




1 ' 


\ 


















— 


f 










! 




T|h 




i ■ 


















1 












' — ' 












1 








\ 




i 


T 1 

1 1 



























If the Journal entry is a credit entry enter it in 
the credit column of the account in the General Led- 
ger. 



ACCC3LrslT NO SHEET ^ ^0 

NAME ^^O/TL ^,^>yX> J)A^^lAy9t/P>^^JVI^^ TERMS 

ADDRESS CREDIT LIMIT 



DATE 


\ = 1 

JTEMS 


fOLIO 




DEBITS \s/ 


C3=tEDlTS 


M 
Ct 




BALANCE 
















































- 




1 




























2 




0 


0 


CO 






















































































































. J 





Step 9 : The difference between the debits and credits in 
an account is called balance. 
Debits are added to debits. 
Credits are added to credits. 

Debits are subtracted from credits . 

If the balance is a debit, 'dr.' is marked in the 

coJ'jmn dr. or cr. 

If the balance is a credit, 'cr.' is marked in 
the colunn dr. or cr. 
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1 Anrm jnjt fvin 






SHEET ND 


1 








TF»f\/lc; 




^ADDRESS 






np»FniT 1 .NyiiT 














DATE j iTEMS ! 






DEBfTS jVj 


CREDf^S j 


'. ,"'T f" ' 

' , .y i BAl-AIMCE 




! 

1 








" r 










1 ^ — i 1 ■> ■ . ^ ^ — ft ' ■ * * 1 — - — - ^ ■ ■ ' ^ — ; 












SMEET ND 


so 






TPRfsyjczi 
























DATE 1 - tTEMS 


fOUO 


kil 


DEBITS !|V 


\ CREDITS j 








1 J! 




\ \ \ ' \ \ r " |f ' 1 f : ' 
■ ; { . ! 1 — H — ^ i .H . ^ 4 ' 










■ " / 

1 






-4- * t t 1 ^ * 









11. Read Section 4 of the Readings • Illustrate each of the steps they 
should follow in checking tlie posting operations. 



4. Checking the Posting of the Journal to the General Ledger 

The fundamental equation of bookkeeping is: 

Assets = Liabilities + Net Worth. 

Since assets are debits, and liabilities and net worth 
are both credits, it can be seen that the debits must equal 
the credits. 

To see if the Journal entries were correctly posted to 
the General Ledger accounts you do the following; 

Step 1 : Add all the debit balances. 

Step 2 : Add all the credit balances. 
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Step 3 : Con5>are the total of the debit balances to see if 
it equals the total of tlie credit balances. If 
these totals are equal the entries have been posted 
correctly. If these totals are not equal a mis- 
take in addition and/or posting has been made. 

Below are the General Ledger Accounts that Joe Mathew 
posted from his Journal. 



rAcc 

NAN/ 
ACXD 


3UNT MO 


SHEET 1 
^ TERMS 
- CREDIT 


r=S^» " t 

• 





1 irs^iT 


DATE 


JTEMS 


FOllO 




i DEBITS ' 


y\ 




tm 
c« 


|v*jl BALANCE: 


/f r- 


f. ' 4 




A 




T ' 

i 1 






1 




r 








- 




L 






















Of 
















m 








b 


C 






1 


















































1 


J U 1 1 




t 






i 





























r Acc 

NAN/ 
ADD 




-HCET 

ERMS 

CREDIT 




RESS i 




DATE 


ITEMS 


fOttO. 




DEBITS 


V 


CREDITS 




t:.— .tr. a 

BALAINJCE 








! 


\ 




1 




















1 






1 














w 
































C 












\ 




r 
































. 


! 

1 


1 i 


!l 


i 


! 

































1 ACC( 
NAN/ 
ADO 




MEET I 
ERMS. 

:redit 




OP:« ^ r 


UIMIT 






PATE 


ITEMS 


faio |v/ 


DEBITS 




CREDITS 






BALANCE 
























































if 




J"/ 








r 






























1 


0 


0 
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ACCOUNT fsC 
NAME 



SHEET NO 
. TE«MS 



AOOHESa. 



DATE 



JTEMS 



FOllO 



jyf DEBITS lis/ 




-i^/^> 1, ;! i !^H' 



t 





Total debit balances $2,300.00 
Total cr«Klit balances 2,300.00 

Difference -0- 

Therefore total debits equal total credits and the Jour- 
nal entries have been correctly posted to tlie General Ledger 
accounts . 
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12. Discuss the iinportance of checking Journal and account entries. 

13. Read Section 5 of the Readings and disctjtss* 



5. - Sunmary 



The JOURNAL contains a record of all the transactions of 
the business. 

An ACCOUNT is a record of all the transactions relating 
to a particular asset or liability or to the net worth. 

DEBIT refers to the left-hand dollar column. 

CREDIT refers to the right-hand dollar coluim. 

The GENERAL LEDGER contains a record of all of the ac- 
counts of the busineiss. 

The total of the debit balances is equal to the total 
of the credit balances of the General Ledger accounts. 
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Indicator 

14. Instruct the students to use the information on the Balance Sheet 
they prepared for case FAB3-1 to open the books for the Middle 
Rapids Trading and General Store. Then tell them to use these 
Journal entries to post to the Ledger accounts. 



9^ 





^2. 



2^ 



Debit 



<2.SL 
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^1 
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ML 




"kg 



6C 



Jtl 



TKuck 



?5o 



1S.CL 



00 



Total debit balances $5,550.00 
Total credit balances $5,550.00 
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SUBJECT 
LESSON OPl 



OFFICE PROCEDURES 

INTRODUCTION TO OFFICE PROCEDURES 



INSTRUCTOR'S GUIDE 



OVERVIEW 

The goal of the Office Procedures sii)jc*ct area is to introduce the 
student to scane of the housekeeping jobs involved in business. The ma- 
jority of books written on small business management do not mention the 
clerical-type jobs a manager of any small business is expected to do 
and^ in fact^ must do. Most small businesses will not have enough staff 
to assign one specific person to the job of si5)plying managers and owners 
with up-to-date^ accurate infoimation on which to base their decisions^ 
and to look after the routine jobs of filing and duplicating information 
reports^ statements^ etc.; therefore^ the potential small business man- 
ager sliould be able to perform basic office procedures. 



OBJECTIVE 

The student will discuss What jobs are involved in office procedures 
and why these jobs are necessary for the function of a business. 



REFERENCE M/VTERIAL FOR INSTRUCTOR 

1. Brown^ Stanley M. and Doris » Lillian. Busiitess Executive's Handbook. 
4th ed. Englewood Cliffs, N.J.: Prentice-Hall, Inc., 1953, 
Section 14. 
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Newman, Dorothy M. , et al. Canadian Business Handbook . 2nd ed. Toronto 
McGraw-Hill Company of Canada Ltd., 1967, chs. 14, 16. 



RESOURCES REQUIRED 
1. Flip chart 



METtDDOLOGY 

1. iiand out Readings. 

2. Read the Purpose and Introduction \;ith the group. 



PURPOSE 

In this lesson you will see the many jobs that ntjsx be done 
in office. 



INTRODUCTION 

To some extent, every person does office work. When you pay 
bills, write letters, or put docunents away for future reference, 
y<Mi are doing work sijnilar to that done in an office. Such work 
may be done in the kitchen, the living room, or in the office at 
work. 

Office work is tlve recording, classifying, sorting, and 
storing o£ information. In order to do this work the best way 
possible you should set up plans so these things are dpne in the 
same manner over a long period of tijue. 



3. Discuss and clarify th» Purpose and Introduction. 



OBJECTIVE: TTIE STUDENT WILL DISCUSS WH/\T JOBS ARE INVOLVED IN OFFICE 
PROCeXJRES AND MIY THESE JOBS ARE NECESSARY FOR THE 
FUNCTIONING OF A BUSINESS. 



StiiTBilUS 

4. Ask the students vrfiat jobs they think axe involved in office work. 

5. Have one of the students write the jobs on a flip chart. 
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Clarify Problem 

6. Ask the students what they think is the reason for doing office 
work. 

7. Since you may get a number of different answers as to the reason for 
doing office work, have one of the students list the various reasons 
on the flip chart. 

8. Referring to the reasons just listed, ask the students to clarify 
each reason. 

9. Refer back to the jobs involved in office work (point 5 above). Ask 
students to evaluate the jobs they had listed to see if these jobs 
correspond to the reasons just stated for doing office work. 

Provide Information 

10. Read Section 1 of the Readings with the group and discuss. 



CONTENT 

1. What is Office Work? 

Most people would say that office work is siiiqply the 
paper work of a business. It is writing letters, filing * 
forms, issuing cheques, recording sales, answering the tele- 
phone, preparing charts tad reports, and doing similar jobs. 
Office work by itself does not earn money; but without 
doing the office jobs the businessman would have difficulty 
:runrving his business properly. 

Office procedures involve the ways used to file letters, 
bills, invoices and receipts as well as doing other paper, 
work of the business. It involves learning how tp use busi- 
ness machines to speed up paper work and/or duplicate im- 
portant documents. It involves learning how to handle in- 
coming and outgoing mail. And finally it involves how to 
order and keep 'track of office supplies. 

As you can see office jobs axe the many little jobs 
that must be done so that you, the businessman, will have 
the necessary infoi7?iation w'len you need it to make decis- 
ions. Office procedures are not big jobs but they are im- 
portant jobs. 
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11. Clarify Readings. Refer to the jobs the students have listed on 
the flip chart (point 5 above) . 

12. Read Section 2 of the Readings with the groi^). 



2. What is Covered in Office Procedures? 

Office Procedures will cover the following: 

OPl: Introduction to Office Procedures 

The many jobs that must be done in an office. 

0P2: Filing 

a. Why you should file in5)ortant papers and corres- 
pondence . 

b. Systems you can use to file inportant papers and 
correspondence . 

0P3: Handling Mail 

Procedures to follow in handling your mail. 

0P4: Office Machines 

Machines you are likely to use in business and how to 
operate them. 

OPS : Duplicating 

a. Why you should di4)licate business documents. 

b. How you can duplicate these documents. 

0P6: Office Supplies 

a. Commonly used office siq)plies and vrfiere you can 
get them* 

b. How you can keep track of your office supplies. 

. 0P7: How can Office Procedures Help Your Business? 
Are office procedures useful to a business? 

The oti?.er areas mentioned in the description of office 
procevUires are covered in various other subject areas of this 
course » For example, issuing cheques and recording sales are 
covered in the F/iB subject area; vrriting letters, answering 
the telephone, and preparing reports are covered in the Busi- 
ness ComraunicatAons subject area. 

Remember, good office procedures can help the businessman 
by ensuring that information i,iay be obtained easily \Aien needed. 
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13. Discuss each lesson to be taken. ' Remember to relate office pro- 
cedures to the other subjects in the course. 

Relationships to Other Subjects 

Filing : Filing involves putting in some logical order all original 
documents which have been used to prepare the books. If a mis- 
take has been made in the books then reference can be made back 
to the original document. 

Handling Mail : Orders, payments and merchandise are often sent by 
mailT Handling mail ties in with purchasing, accounts receiv- 
able, accounts payable and marketing. Important correspondence 
with clients, stqppliers, and creditors takes place through the 
mails . 

Office Machines and Riplicating Machines ; These lessons explain 
how to operate various machines the student might use in a busi- 
ness. Various maintenance procedures, to help ensure that ma- 
chines remain in propvvr working condition,, are, also discussed. 

Offi ce Supplies : This lesion considers various office supplies 
"TRat are commonly used md suggests where these supplies may 
be obtained. 

How Office Procedures Help Your Business ; This lesson ties in dir- 
ectly with the Management Process lessons. Ihe functions of 
planixing, organizing, directijug and controlling are essential 
to office manr'rrement. 



Indicator 

14. Discuss whether or not the jobs of office management are mportant 
to a businessman. 

15. Read Section 3 of the Readings. 



3. Summary 

In this lesson you were introduced to the many small but 
essential jobs that must be done in an office. You were also 
given an outljjie of the Office Procedures lessons. 
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SUBJECT OFFICE PROCEDURES 

LESSOW 0P2 riLIXG 



i;\STRbCTOR'S GUIDE 



OVERVIEW 

As stated m tiie Overview to OPl, tlie purpose of office procedures 
is to provide management witJi accurate and up-to-date information upon 
wiiich to base its decisicxis. By liaving an efficient filing system maji- 
agement is able to quickly retrieve data. Accurate and up-to-date in- 
formation is useless if it is placed into management's hands after the 
decision has already been made or should have been made. 

OBJECTIVE 

The student will be able to state tlie reasons for using a filing 
system. 



REFERENCE MATERIAL FOR THE INSTRUCTOR 



1. Aspley, John Cajneron, ed. Office Administration Handboo^ . Qiicago: 
Dartnell Corp., 1967, ch. 41. 



RE SOURCES REQUIRED 

1, File folders and dividers 

2. File cabinet 

3» Various documents vrfiich can be used to practise filing 

4. Exercise 0P2-1. 
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METOODOLOGY 

!• Hand out Readings • 

Z. Have one o£ the students read aloud the Purpose and Introductioa. 



PURPOSE 

Filing is the process of keeping business papers in a pro- 
perly sorted and easy to-get-at arrangement • 

The purpose of this lesson is to outline the various types 
o£ vertical filing systems in common use. 



INTRODUCTION 

How many times have you needed an important letter but 
could not find it? 

How many times have you put a receipt away in a safe place 
then could not remenber v^ere you had put it? 

How many times have you thrown out a paper before discover- 
ing too late that you needed it? 

These are some of the problems you face everyday. In busi- 
ness, problems such as those mentioned above could affect the oper- 
ations of your business. A filing system set up and properly used 
can help you overcome these problems. 



3. Discuss and clarify Purpose and Introduction. 



OBJECTIVE: THE STUDENT WILL BE ABLE TO STATC THE REASONS FOR USING A 
FILING SYSTEM. 



Stimulus 

4. Ask the students what filing is> and when it is us^ed in business. 
List their answeirs on the flip chart. 
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Clarify Problem 

5. Have the students give ex3snples of different methods of filing. 

Provide Information 

6. Read Section 1 of Readings. 



OONTENT 

1. What Filing Involves 

Filing is the task of keeping business papers in a pro- 
perly sorted and easy-to-get-at arrangement. 

Before setting up a filing system for your business it 
is wise to look at some of the work involved in filing. 

The first job is to analyze each document (letter, memo, 
report, invoice, receipt, etc.) which is used in the business. 
You must decide which ones you should keep. If you kept 
every piece of paper-work received by the business your files 
would become too large to handle. 

After deciding which documents you should keep you must 
file them according to the filing system you have decided to 
use. There are five (5) standard filing systems you can 
choose from. 

I These systems are: 

a. Alphabetical Filing 

b. Numerical Filing 

c. Geographical Filing 

d. Subject Filing 

e. Chronological Filing . 

Each filing system is illustrated and fully described 
later in this lesson. 

After classifying the document you must place it in the 
file. The steps for vertical filing are outlined later in 
the lesson. 
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7. Read Section 2 of the Readings. 



2. Alphabetical Filing System 

Alphabetical Filing is the method of filing dooji^'cnts 
by firm name or surname in alphabetical order- 

Description of Alphabetical Filing System 

a. Guide tabs with the letter of the alphabet are arranged 
in alphabetical order ija the file drawer. 

b. Folders are labelled according to firm name or surname 
and filed in alphabetical order behind the respective 
guide tab. The document is put into the folder with 
the label of the firm or sumane appearing on tJie docu- 
ment. 



8. Hand out manilla file folders and assorted documents to each student. 
The documwits, wiif should be prepared before tlie lesson, can be 

a random selection of the types that a businessman mi^t use. 

9. Read thiiou^ each system of filing in the Readings, Sections 3, 4, 

5 and 6. After reading each system have the students file the docu- 
ments given them using that system. 



3. Numerical Filing System 

In numerical filings file folders are filed by nunber 
instead of name. Each correspondent is known by a nunber. 

An alphabetical index card, 3*' x 5'', is made out for 
each correspondent. The card contains the name, address 
and file folder nunfcer. The index cards are filed in al- 
phabetical order in a card cabinet. 

Description of Nunerical Filing System 

a. Dividers ate nvabered by tens (10, 20, 30, 40, etc.) 
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b. Each file folder is labelled with a nunber. Each cor- 
respondent is given an individual file folder and an 
index card is made out for each folder. 

c. File folders are arranged in strictly nutierical order 
behind the dividers. 

d. To find or file information, the correspondent's card 
must be found in the card index file. The file folder 
is then located by nurnber. 



Geographical Filing System 

In geographical filing, folders are filed according to 
location - city, town, territory, etc. Salesmen are arranged 
in alphabetical order within area dividers. Areas are in 
turn arranged in alphabetical order. Both location and name 
of correspondent must be known to find or file in the geo- 
graf^ical filing system. 

Description of Geographical Filing System 

a. Centre divider is labelled with the name of area. 

b. Dividers are arranged in two rows in centre of drawer 
and arranged in alphabetical order. 

c. File folders are labelled according to location and filed 
alphabetically by location. The name of the firm or 
correspondent is typed under the location. 

d. Individual folders are given to regular correspondents. 

e. A mi.scellaneous file folder is often used. Tliis folder 
is placed behind all tiie otiier folders in eadi area 
division. 



Sii^ject Filing System 

Subject filing is similar to alphabetical filing but 
letters and papers are filed according to subject rather than 
the correspondent's name. 

Description of Stbject Filing System 

a. Dividers labelled with the letters of the alphabet are 
arranged in aljAiabetical order in the drawer. 
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b. File folders are labelled according to subject and 
filed alph24)etically behind the proper divider. 

c. Miscellaneous file folders are placed behind all the 
other folders in each subdivision • 



6, Chronological Filing System 

Chronological filing is the method of filing documents 
by the time-order or according to the date they must be 
acted ipon. 

Description of Qironological Filing System 

a. Dividers are labelled by month. 

b. Each file folder is labelled with a date. All corres- 
pondence received on that date is filed in that folder. 
You also file correspondence, etc., which must be acted 
upcn in the future in the file folder of the date 
action niist be taken. 

c. An alphabetical card index is set up so that you can 
find infoxmation about specific correspondence and 
documents. 



10. Read Section 7 and illustrate each step. 



7. Steps for Vertical Filing 

The vertical method of filing is the method conmanly 
used. Below are the steps for using vertical filing. 

Step 1: Papers are placed in file folde^rs, the left side 
of the paper fitting into the bottom of the 
folder. 

Step 2: Pa5)ers are arranged in order of date with the 
latest date on the top or in front. 

Step 3: File folders are labelled according to firm name 
or correspondent's naj3?i). 
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Step 4: File folders are placed i^ri|^t in the file drawer 
so that the fold is at the bottom. The file 
folders are placed in the order of the filing 
system you are using, i.e., Alphabetical, Numer- 
ical, Geographical, Subject or Qironological . 



11. Read Section 8 and 9 of the Readings. Illustrate each point after 
readings . 



8. Tips for Filing 

a. Out Guides 

Out g^iides are used to keep a record of each paper or 
folder leaving the file aiKl to whom it has gone. 

This out guide is the sane size as the regular guide 
and is printed in red. When a folder is tak^ out of 
the fi^ng cabinet, an out guide is inserted in its 
place With the date, naine of folder and name of person 
taking 'it. When the folder is returned, the out guide 
is removed and kept in front or at the back of the 
filing cabinet until it is needed again. 

b. Cross Reference 

It is necessary to cross reference in filing as there 
, are alv^ys papers which could be filed in two or more 
places under different names or subjects. 

In cross referencing, a cross reference sheet or cross 
reference card index is used. 

Examples of names which require use of cross reference 
index cards are: 

(1) Names of married women. File by husband's name; 
cross reference under her own name. 

card subject - Green, William, J. (Mrs.) CCarol) 
cross reference card - Green, Carol 04rs.) 

See: Green, William, J. 
(Mrs.) (Carol) 

card subject - Simnons, Arnold (Mrs.) (Mary) 
cross reference card - Simnons, Maty (Mrs.) 

See: Sinmons, AmoH (Mrs.) 
(Mary) 



191 



(2) Cooibined subject or business names . File by given 
name; cross reference under other possible naines. 

card subject - Brown-Jones Conpany 

cross reference card - Jones > Brown Conpany 

See: Brown -Jones Ccwpany 

card subject - Baiik Reconciliation Statement 
cross reference card - Statement > Bank Reconcili- 
ation 

See: Bank Reconciliation 
Statement 

cross reference card - Reconciliation Statement > 

Bank 

See: Bank Reconciliation 
Statement 

These cross reference cards are kept in a regular card 
index file cabinet if one is being used. If there is 
no card index file> these cross reference index cards 
are arranged in alphabetical order and kept separately. 
When difficulty in finding a desired paper arises > re- 
fer to these cross reference cards to assist you in 
locating the desired folder in which the particular 
paper may be filed. 

c. Miscellaneous File Folders 

l^apers on various subjects which do not fit into any la- 
belled files may be kept in a miscellaneous file folder. 
When approximately 10 papers about one given subject or 
froiR one certain correspondent are collected > a separ- 
ate file folder should be made out for that subject or 
co^r^5spondent. 

d. File Guide 

Th filing systems which do not have a card index » file 
^ides can be drawn xxp. A file guide is a record of 
the file folders contained in the filing cabinet. To 
make up a file guide » type on a plain sheet of paper the 
number or letter of the dividers; list each file folder 
in that subdivision by name and number in the sequence 

in which it is filed. 

Sequence Tips for Filing 

All five standard filing systems are governed by the 
alphabet. File folders are either filed alphabetically or 
lusaarically. When folders are filed by nunnber^ a card in- 
dex is used and these index cards are filed alphabetically. 
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Folders are arranged in the dictionary order by sur- 
name » first word of firm nam 4 or first word of siAject 
name. When surnames are the same, arrange the file folders 
in order of initials or givr^n names. The same principle 
applies to firm names or subject names; that is, refer to 
the second name of the firm or siiiject yihen first names are 
the same. The following are alphabetical rules used in 
filing. 



a. File initial before christian names having the same 
first letter. 

For exairple: Brown, J. 

Brown, Jane 
Brown, Janet 
Brown, Jim 
Brown, John 

b. When the first name is conposed of letters, file behind 
guide according to the first initial of the firm. 

For exan|>le: A ^ B Pliisnbing 

- File iiTiTiediately behind guide A 

c. Disregard the hyphen in coirpound names 
For exanple: Du-pont 

- File as if spelled without a hyphen - Dupont 

d. Names starting with nunA>ers are filed as if written out 
in letters. 

For exanple: 21 Club 

- Filed as if spelled Twenty-one Club 

e. Disregard apostrophe s 

For exanple: Bell's Hat Shop 

- File as if spelled Bell Hat Shop 

f . Ctoit siK:h unii^rtant words as •TTie" 
For example: The Ford Car Co. 

- File as Ford Car Co. 

g. Surnames coniKencing with Mc and Mac are filed as 
spelled; therefore, Mac is filed before Mc 

For exanple: MacAuley, John 

MacDonald, William 
MacFarlane, Henry 
McBeth, George 
McCarthy, James 
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h. When person is known by both title and one name, the 
title is considered as the sumaixke. 
For exanple: Chief Daniel 
Father Mathew 
Sister Mary 
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Indicator 

12. Have one or more of the students briefly sumarize the main points 
in the lesson. For exasple: - the need for filing 

- main systems of filing 

13. Have the students use material in Exercise OK-l^ 'The Filing Ex- 
ercise** as a basis for a filing exercise. Ask students to file 
the material in as many ways as possible. Ihcix have them set 

a cross reference. 

14. Rsad Section 10 of the Readings. 



10. Suronary 

Ihe filing, systems you have just read about ate th^ 
standard filing systems used. These filing systens are 
flexible and can be coobined or sinplified according to 
your needs. 
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SUBJECT 



OFFICE PROCEDURES 



LESSON 0P2 FILING 



EXERCISE 0P2 - 1 
THE FILING EXERCISE 



Alphabetical 

Bill Duran 

Middle Raj;ids» Sask. 

Joe Mathew 

Lone Pine, Alberta 

Ed Bladcstone 
Spruce Landing, B.C. 

Mann/ Moon 

Green River, Sask. 

M. C. Johns 
Pairkland, Man. 

Vn. J. Jacks 

Jansen Narrows, Sask. 

Steve Marleau 
Willow Narrows, B.C. 

John la Pointe 
Brock Rapids, Yidccn 

L.J. C^uaker 
Beaver Glen, N.W.T. 

Fred Saith 
Millers Hill, Man. 



Nferical 
126 

' 27 

3.45 

78.9 

9.99 

13 

716 

76.7 

34 

7.16 



Chroiologica l 
ime 9, 1968 

May 4, 1932 

July 10, 1972 

UigMSt 6, 1971 

January 1, 1964 

Deceaber 24, 1964 

Septenber 6, 1965 

April 16, 1971 

February 12, 1965 

Kfaixh 6, 1971 
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B. Johnson 

Sanderson Landing, Sask. 
Mary Doe 

Ft. Kelly, Yukon 
Mark Tees 

Moskrat Creek, B.C. 

S.T. Smart 

Poplar Point, N.W.T. 

Blain Wolfe 

Eagle Canyon, Alberta 

H. Broadhead 
Red Berry, Sask. 

Marion P. Hunter 
Moose Horn, B.C. 

George Lee 

Little Riviir, N.W.T. 

A.S. Stonehouse 
Red Squirrel, Yukon 

J.K. Spearhead 
I&iotty Pine, Sask. 



91 
432 
314 

77 
4.2 
116 
.01 

29 

57 
6,1 



June 2, 1965 
October 1, 1970 
November 13, 1970 
December 30, 1963 
January 1, 1970 
February'4,- 1971 



June 9, 1969 



September 21, i'371 



Optober 6, 1968 



December 15, 1966 
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SUBJECT 



FINANCE, ACCOUNTING, BOOKKEEPING 



LESSON FAB 5 



RECORDING BUSINESS TRANSACTIONS 



INSTRUCTOR'S GUIDE 



OVERVIEW 



Business transactions ejre exchanges o£ values which cause changes* 
in the assets, liabilities, net worth, expenses or income accounts. 
Ihese changes are either increases or deciieases. Every debit amount 
must be balanced by an equal credit amount* If the total o£ the amounts 
on tite debit side o£ an account is greater than the total on* the credit 
side, the account has a debit balance. l£ the total. o£ the amounts on 
the credit side is greater than the total on the debit side, the account 
has a credit balance. 

Asset and expense accounts normally have debit balances while li- 
ability, net worth and income accounts normally have credit balances. 

The following s^jnmary will help you to determine when to debit and 
when to credit:. 



Steps in Analyzing a Transajction 

1, Whsit. accounts are affected? 

Are the accounts Assets, Liabilities, Nc' Worth, Bxpenses or Income? 
3„ Are the accounts increased or decreased? 
4. What accounts are affected? 



When to DeWt and When to Credit 



DEBIT 
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Given the facts and figures for a business transaction-, the stu- 
dents will record the infoTination into the Journal and then post the 
entries to the proper Ledger accouits. 



RESOURCES REQUIRED 

1. Case FAB5-1, '^ill Duran Gets a Loan'\ 



METHODOLOGY 

1. Hand out the Readings. 

2. Read the Purpose and Introduction. 



PURPOSE 

In this lesson you will leam vrtiat business transactions ars 
and how they are entered into your bookkeeping records. 



INTRODUCTICN 

A business is ccxistantly biying or selling merchandise and/or 
services, paying back loans, biying new equipment, paying its 
power bills, and generally paying out or receiving money. 

You as a businessman nu^^t keep track of all the money dealings 
of your business that is the reason you set vp a bookkeeping 
system in the first place. The amounts of asiets you own and li- 
abilities you owe are constantly changing. You must record these 
changes as they take place so that at all times you know the fin- 
ancial position of your business. 

By recording the entries into yotir Journal and your Ledgpr 
you can keep trade of the changes as they occur. In the lessen 
FAB4, "Starting the Bookkeeping system**, you were shown hew to re- 
cord the starting halances into your General Ledger. In this les- 
son you will see how to record changes in these accounts that will 
occur because of your day-to-day business activities. 
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OBJECriVB: GIVEN THE FACTS AND FIGURES FOR A BUSINESS TRANSACTION, IHE 
STUDENTS WILL RECORD THE INFORMATION INTO THE JOURNAL AN'D 
THEN POST THE ENTRIES TO THE PROPER LEDGER ACCOUNTS. 



Stimulus 

3. Hand out case FAB5-1, "Bill Duraii Gets a Loan". 

4. Read the case. *• 

5. Discuss the questions at the end of the case. 



Clarify Problem 

6. Ask students to define in their own words what a business trans- 
action is. 

7. Read Sections 1 and 2 of the Readings. 



CONTENT 

1. What is a Business Transaction? 

Business' transactions all require that money be exchanged 
for a good or: service. 

These ar& all '"Business Transactions": 

a. You sell a product in return for cash. 

b. In return for a loart from the bank, credit uiion, or 
some other lending agency you sign a promissory note. 

c. You pay out money in return for an ein>loyee's woric. 

d. You pay out money to get more merchandise. 

>K)rE; Although, we are not dealing with ''credit" rigjit 
now, the principal is the same. In return for 
products or services, your customer promises to 
pay you <;ometime iik the future. Likewise you 
yourself receive products and services on the 
understanding that you will pay later. The ide-s. 
of "credit" is discussed later in the course 
(FAB15 and FAB16). 
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BUSINESS TRANSACTIONS ARE EXQIANGES OF VALiJES WHIa^ 
CAUSE CHANGES IN Tim ASSETS, LIABILITIES OR NET WORTH 
OF A BUSINESS. 



2. The Effect of Trans.actious 

As a result of business transactions, the values of the 
assets, liabilities, and the net worth of any business are 
continually changing. These changes are first recorded in the 
Journal and then transferred* sorted, and siimmarized in the 
Ledger. Each entry which re jrds a transaction in the Journal 
is known as a Journal Entry . 

Transactions may either increase or decreaije account bal- 
ances. Through study of a number of transactions coii^jleted 
by Joe Mathew we shall see first how to record increases in 
account balances and later how to record decreases. 

No matter what transaction is recorded, the fundamental 
equation (Assets « Liabilities + Net Worth) must reiiiain in 
balance. For every amount that is debited, an equal amount 
must be credited to some other accoLint or accounts . 



8. Ask students how Journal entries would keep tracl: of all the trans- 
actions that occur in any business. Discuss. One point they should 
keep in mind is that they should be able to determine how much the 
business is worth at any point of time. 

9. Summarize discussion to date. One of the over -all problems of the 
accounting system is recording financial transactions so that 
General Ledger accounts can be drawn up. 



Provide Information 

10. 'U;:>ing the next four sections (Sections 3, 4, 5, and 6) of the Readings 
as a basis for illustration and discussion, show students the efvect 
on the books of: 

a. An asset increase balanced by an asset decrease 

b. An asset increase balanced '^y a liability increase. 

c. An asset increase balanced by an owner *s worth increase. 
A liability decrease balanced by an asset decrease. 

e. An owner's worth decrease balanced by an asset decrease. 

NOTE: Illustrate each Jo^umal and hedges ae;.ount entry using 
the flip chart or overfiead projector. 
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Opening Entries 

In lesson FAB4 you learned how to record the figures for 
the opening Balance Sheet of the business. You recorded the 
dollars and cents figures into the Journal, then posted these 
Journal entries to the proper accounts in the General Ledger. 

Joe Mathew's Journal, after he had made the opening en- 
tries, looked like this: 
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Journal hatries 

The J»;nimal is the "day book" or the "book of original 
entry". Every transaction occurring in the business nruit first 
be recorded in the Journal. You then ha\re a record of "when" 
the transaction occurred as well as a record of vrfiich accounts 
were affected. 

We will now see how Joe Mathew would r&cord the following 
transactions that occurred on January 2: 

a. Joe piaid $65.00 cash for a new set of rcales. 
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b. Joe paid $100,00 on his Government Loan, 

c. Joe decided to invest $500.00 more of his own savings 
into the business. 

. Joe needed $25.00 so his wife could buy clothes for the 
kids. He took this money out of the till. He put in the 
till a slip of paper stating that he had vrithdrawn $25. CO 
for his own use. • 

e. «^«*s father-in-law loaned Joe $150.00 cash so Joe could 
pay for a large shipment of merchandise he was expecting 
at the end of the week. Ihis loan was to be repaid on 
March 31 of this year. 

Joe recorded the transactionr in the Journal as follows: 
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5. Analyzing the Journal Entries 

When Joe entered the transactions into his Journal, how 
did he know what items to post to the debit column an.d vdiat 
to post to the credit column? 

We will now analyze each transacticm- so that we can see 
how Joe knew how to make the entries • 



a. Transaction #1 

Joe bought a new set o£ scales for $65.00. 
for the scales. 



He paid cash 



The scale is an asset because it . is something now owned 
by the busi^iess. Therefore the assets are increased by 
$65 .00 . An increase in assets is recorded by debiting 
the assets of the bijBiness. Since Joe knew that the pur- 
chase of the scale would increase the assets by $65.00, 
he recorded the dollar value (65) - of the asset in the 
debit column of the Journal. 

Then following the rule that for every amount that is 
debited, an equal amount must be credited ^ Joe analyzed 
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the transaction to see viaich account was ci*edited. 

By paying out $65.00 -cash for the scale, Joe had reduced 
the cash assets of the business by $65,00. A decrease 
in assets is always recorded by ;^: n xliting the assets . 
Since the business now owed $65.0dr less in cash than it 
had before Joe bought the scale, Joe recorded the $65.00 
cash decrease in the credit column of the Journal. 

Joe had followed the rule that for every debit there is 
an equal credit. The entries for this transaction were 
now conplete since the asset increase was balanced by an 
asset decrease. 
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b. Transaction #2 

Joe paid $100.00 ot his Government Loan. 

To analyze tJiis tr.'msaction Joe once again used the rule 
for every debit there is an equal credit. 

Joe knew that the Government Loan was recorded on the 
Ealance Sheet as a liability. He also knew that liabil- 
ities are always recorded as credits. To decrease a li- 
ability you add a debit to the credit balance. Therefore 
Joe recorded the loan payment in the debit column of the 
obumal. He now owed $100.00 less on his Government Loan. 

To con5)lete the rule Joe had to find out i^iat account was 
credited with the equal amount ($100.00). By paying out 
$100.00 cashp Joe had decreased the asset cash by $100.00 

asset is always decreased by a credit. Therefore he 
recorded the $100.00 cash in the credit column of the 
Jctimal . 

Jo<j had ag?iin correctly followed the debit/credit rule. 

k lecrease i n a liri^bility account is balanced by a decrease 

In an asset account. 
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c. Transaction's 

Joe invested an additional $500.00 of his o\n7i money into 
the business. 

The asset cash was increased by $500.00, therefore the 
increase in cash was recorded in the debit column of the 
Journal . 

Following the debit/credit rule, Joe increased the net 
worth section by crediting $500.00 to the account cilled 
own money. This told him that the business now oviei him 
$500,00 more. 

In tjiis third transaction you can see that an increase in 
an asset was balanced bv an increase in net woi^^H"! 




d. Transaction #4 

Joe v/ithdrew J2S.00 cash from the business for his own 
personal use. He gave the money to his wife so she 
could bty the children some new clothes. 

Ttie withdrawal of $25.00 cash decreased the asset cash 
by $25.00. Joe recorded the decrease by crediting the 
asset cash. 

Joe also realized* that| because the mcMiey was for his per- 
sonal use andl not for business purposes^ he had decreased 
the amount of money Uie business owed to him by $25.00. 
He recorded this decrease in the net worth by debiting 
$25. to the account called own money. 

The result of the analysis showed that a decrease in an 
asset was balanced by a decrease in net worth. 
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e. Transaction #S 

Joe borrowed $150.00 cash from his father-in-law to make 
sure he had enough to pay for a shipment of nerdiandise 
due at the end of the week. 

The asset cash was increased by $150.00. Joe therefore 
entered $150.00 in the debit colurrai of the Journal. 

Joe had increased the amount of money the business owed 
(an increase in liabilities) by $150.00. Joe» therefore » 
credited $150*00 to an account called loan from father- 
in-law by entering $150.00 in the credit column of the 
Jcnimal. 

Agaii^ the debit/credit rule was followed. 



An increase in an asset is always balanced by an increase 
in a liability > ' 
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6. General LedRer Entries 



Do you reinei!i)er that we said the Journal shows only: 

a. when a transaction took place » 

b. what accounts were involved » 

c. the ^smount with which each account was debited or cred- 
ited? 

In order to get a clear picture of the business » you must 
find out how much (. irh account is worth; therefore » you post 
the Journal entries to the proper General Ledger account* Each 
account in the General Ledger will show you what transactions 
have ;iffected that account and hsiw nuch that account is now 
worth. 

Joe Mathew had ^ust posted his Jounial for January 2. He 
checked all the entries in the Journal and was satisfied that 
they were correct. He now was rerJy to post the General Ledger 
accounts froro the Jaimal, 

Joe Mathew 's General Ledger accounts before the January 
2 porting are shown below: 
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DATE j ITEMS 


FQllO 


kl 


DEBITS lis/ 


L CREDITS 




j BALANCE 






I 1 1 1 II 1 ! M ! 




! 




J/ ;; ;; 






All i : : : ti/^ 













ACCOUNT NO 




ACCOUNT NO 
NAfS/ie 



SHEBT NO. 
TERMS 
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ACCCXJNT NO 
NlAME 



DATE 




ITEMS 



ACCOUNT NO 



SHEET hJO.. 



AODPIESS. 



CREDIT UKV ST. 




ACCOUNT NO 
NAME 
ADDRESS. 



DATE 



iTEMS 



SMttT NO. 



M6. 



. CWE O iT UIMfT . 



DEBITS 
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Joe posted the General Ledger Accounts for January 2 by 
transferring the infbnation in tlie ^ouimal to those Ledger 
accounts affected. 

a. Transa ct #1 
JounSOTentry: 




The General Ledger account entries arc made by turning to 
the accounts involved » in this cane Scales (or the equip- 
ment and furniture account) ind tlie cash account. Ilie 
inforaation about the transaction is then entered into 
that account. A debit entry in ttie Journal is posted as 
a debit entry in the General Ledger account. Likewise 
a credit entry in the Journal is posted as a credit entry 
in the General Ledger account. To get a ne^ account bal- 
ance in the General Ledger, debit entries ai^ added to a 
debit balance and subtracted froot a credit balance. Like- 
wise, credit entries are added to a credit balance and 
subtracted from a debit balance. Shown below is the first 
transaction that appeared on Joe Mathew's General Ledger 
jtccotnts . 



ACCOUNT NO.. 



NAME. 



ET NO 
.TERMS 



.CREDIT LIMIT. 



DATE 



ITEMS 



r 




ACCOUNT NO 

LJd. 



NAME« 



ET NO 
. TERMS _^ 



AOORESSL 



ORfeDlT LIMIT ... 



erJc 




! 
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From iJiis Joe Mathew knew t±iat he had $465.00 worth of. 
equipment and furniture* He was also able to tell how 
mucli cash he had available ($235 •00). 

Using the information in the Journal, Joe would then post 
the second transaction to the General Ledger accounts . - 

• . • * 

b . Transactions #2 

Journal entries: r" 
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Using the Journal as the source of information, Joe would 
open the General Ledger to the two accounts involved 
(government loan and cash) , and post the transaction, 
amounts involved to the proper account. 

Remember, a debit entry in the Journal is posted as a 
debit entry in the General Ledger j account . To determine 
a new balance, follow these ijules: 

(1) Add debit entries to a debit balance . 

(2) Subtract debit entries from a credit balance . 

(3) Add credit entries to a credit balance* 

(4) Subtract credit entries from a debit balance. 

The General Ledger accounts for the second transaction 
are posl:ed as follows: 



ACCOUNT NO . 

NAME ^U) -'oCijfc^A/yiywiflv^ 
ADDRESS 



SHEET ND. 
. TERMS 



. CREDIT UMIJ . 



DATE 


ITEMS 


FOIIO 




DEBITS 




CREDITS 


Dl. 

ci 




BALANCE 
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SHEET ND L 

TERMS L 

CREDIT LIMIT — 



□ATE 


ITEMS 


FOLIO 




DEBITS 




CREDITS 


Dl. 

c% 




BALANCE 1 
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Now by simply looking at the balances in the General 
Ledger accounts Joe was able to tell how much he still 
owed on his government loan ($1,900.00) and how much cash . 
he still had ($135.00) . 

Now we will see i£ you understand the principles of 
posting the General Ledger accounts from the Journal. 
Below are the Journal entries for January 2. You will 
use these entries to post the General Ledger accounts for 
transactions 3, 4, and 5. 
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Now post the above .JoumaL* entries to the accounts shown 
on the following page. 



ACCDUNT ND._ 
NAME Ca^) 
ADDRESS : 
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ACCOUNT NO._ 



NAME_ 



ADDRESS. 



SHEET ND.— Z_ 
_ TEHMS 



. CREDIT LIMIT . 



DATE 


ITEMS . " 


FOLIO 




DEBITS 




CREDITS 


D> 1 
C B 1 




BALANCE 
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ACCDUNT ND.. 
NAMF ^1x7 rO 



ADDRESS- 



SHEET ND. 
.TERMS . 



.CREDIT LIMIT . 



DATE 


ITEMS 1 FOLIO 


1^ 


DEBITS 




CREDITS 1 


CO 




BALANCE 


U-ll 
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ACCOUNT NO, 
NAME 
ADDRESS. 



SHEET NO. 



-^(JjivHA) - WU' -t^ryj.) VT^--' ' ^jQ>.^Aj;3/ TERMS . 



.CREDIT LIMIT. 



DATE 


ITEMS 


FOLIO 


s/ 


DEBITS 


s/ 


CREDITS 
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11. Discuss and clarify any entries the students are not clear about. 

12. Read Section 7 o£ the Readings and discuss. 



7. 



A business transaction involves an exchange o£ value 
which causes a change in the assets, liabilities, or net worth 
of a business. 

Ihis change is either an increase or decrease. 

Every debit amount must be balanced by an equal credit 
amount. 

h\ asset increase must be balanced by an asset decrease 
(a liability increase or a net worth increase) . 

If the total amount in the debit column of an account is 
greater than that in the credit column, the account has a 
debit balance. 

If the total amounts in the credit column of an account 
is greater than the total in the debit column, the account 
has a credit balance. 

Ass^t accounts usually have debit balances. 

Below are two useful guides to follow: 

a. When to Debit and When to Credit 



b. Steps in Analyzing a Transaction 
Ask yourself these questions: 

CD What accounts are affected? 

(2) Are the accounts assets, liabilities or net worth? 

(3) Are the accounts increased cr decreased? 

(4) Turn to the accounts affected and enter the amount 
in the proper column. (If there are no accounts in 
the General Ledger for the assets, liabilities, or 
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net worth concerned in the transaction,, set the 
necessary accounts.) 



Indicator 

13. Have students record information from the case in the Journal. The 
entries must meet the criteria of recording in the Journal. 

14. Have students post information from the Journal into the proper 
General Ledger accounts. The entries must meet the criteria of re- 
cording m the Ledger. 
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ACCCXJNT NO.. 



SHEHT NO. 
.TERMS 



DATE 



ITEMS 



FOLK) 



IDEBITS 



y/\\ CPEOITS [| 



BALAN'CE i 



ACCOUMT ISO.. 



I OATE 



tTEMS 



SHEeT ^JO. 
.TEPWVIS 



.CReOlT LIMIT, 



FOIO DEBITS 8v^|j CREDITS fl {>/ 1 BALANCE 




51 



Ik. 



MZCaChtT NO.. 



SHEET NO. 
TEOMS. 
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Trial Balance 



Cash 
Land 

Building 

Equipment § Fixtures 
Truck 

Loan, government 
Investment - B. Duran 

TOTAL 



DR. 


CR. 


$2,680.00 
300.00 
1,500.00 

. 2,420.00 
850.00 


$7,000.00 
750.00 


$7,750.00 


$7,750.00 



216 



SUBJECT FINANCE, ACCOUNTING, BOOKKEEPING 

LESSON FAB5 RECORDING BUSINESS TRANSACTIONS 

CASE FAB5 - 1 
BILL DURAN GETS A LOAN 



Bill Diiran had just "opened" his books. The balances in his Ledger 
accounts as of July 5 , 19 were : 



DR. CR. 



Cash $1,650.00' 

Land 300.00 

Building 1,500.00 

Equipment and Fixtures 1,250.00 

Truck . 850.00 

Loan, government $4,800.00 

Investment, B. Duran _j 750.00 

TOTAL $5,550.00 $5.550.00 

On July 6, Bill bought and paid cash for the following equipment: 

ITEM COST 

Freezer $375.00 
Meat Cooler 415.00 
Cash Register 205.00 

Bill also paid Jack Remen $175.00 for installing new shelves in the 
stoxe. Hie cost included the Ivmiber as well as labor. 

Bill had not ordered any merchandise yet . He had visited some 
wholesalers in the city tc see what type of arrangements he could make 
for purchasing r,upplies. He had also planned what his order would con- 
tain. Bill figured that he would need at least $1,500.00 worth of si^. 
plies. j\£ter paying for the purchases of equipment and shelving. Bill 
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would not have enou^ cash to get the amount of merchandise he needed. 
He needed additional fimds. 

Bill approached the governjnent agency from vfliich he had received 
the original loan to see if he could get more money. The man in charge 
of Bill's loan tcld him that a clause in the original loan had covered 
such a situation as the one with vfliich Bill was faced and that Bill 
could borrow a maximum $7,000.00 from them. Bill had already received 
a loan for $4,800.00 for the purchase. of the equipment, building, etc. 
He decided he needed the additional $2,200.00 in order to get the needed 
merchandise and pay the costs of operating for the first few weeks. Bill 
therefore took the second part of his loan. 

Bill now had to enter all this financial information into his bocks* 



Questions for Discussion 

1.. How would Bill enter the information into his books? 

2, ^i/liat is Bill's cash balance at the close of business July 6? 

Instructions 

1. Prepare the Journal entries that Bill Duran must make. 

2. Post the Journal to the proper Ledger accounts. 
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SUBJECT 



FINANCE, ACCQ!.WinG, BOOKKEEPING 



LESSON FAB6 RECOKDING EXPENSES AND REVENUES 



INSTRUCTOR'S GUIDE 



OVERVIEW. • / 

~ 'I 

The first written record o£ each transaction is usually prepared 
at the time the transaction occurs* In this lesson the student looks 
at the original documents to be made out for the receipt and disburse- 
ment of cash the sales slip and the pay-out voucher. 

lliese documents are the sources from which the entries are made 
in the books of original entry. Before entering each transaction into 
the Journal (book of original entry) , one should verify the accuracy of 
the calculations' appearing on the face of the document. 

/ . . r-:^ ■ ■ 

OBJECTI\/ES 

1. Given the facts and figures of various business transactions, the 
student will be able to correctly prepare the necessary original 
documents. 

2. Given the facts and figures of various business transactions, the 
student will be able to correctly enter the information on the 
original documents into the Journal and then post these entries 
to the proper Ledger accounts. 



RESOURCES REQUIRED 

1. Projectual FAB6-l,"*Ihe Sales Slip'' 

2. ^ Projectual EAB6-2/'The Pay-Out Voucher" 

3. " Case FAB6- 1, Duran Opens for Business'' 
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4. 



Sales Books, 



2 for each student 



MglHODOLOGf 

1. Hand out Readings. 

2. Read the Purpose and Introduction, Discuss. 



PURPOSE 

The purpose of this lesson is to show you how to fill out 
original documents for the receipt and the payment of money. You 
will then be shown how to enter the informaticMi from these origin- 
al documents into your bookkeeping records . j 



mmvcncti 

In order to keep track of how much money you take in from each 
customer you serve, you imist make out a Sales Slip . 

In order to keep track of how much money you pay out to other 
people or businesses, you must make out a Pay-Out Voucher . 

Both the sales slip and pay-out voucher are called Original 
Documents . At the end of each business day you use these original 
documents to post your Journal . 

these original documents are very isaportant. They enable you 
to detemine: 

1. How mudi money you have taken in from sales, i.e. how much 
Revenue was received. 

2. How much you had to spend in order to get these sales, i.e. 
how much your E3^nses were . 



OBJECTIVE 1: GIVEN THE FACTS AND FIGURES OF VARIOUS BUSINESS TRANSACTIONS 
THE STUDENT WILL BE ABLE TO OORRECTLY PREPARE THE NECESSARY 
ORIGINAL DOCUMENTS. 
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Stimulus 

3. Hand out and read Case FAB6-1. 

4. Discuss Question 1 at the end o£ the case. 

One approach to discussion, would be to ask the students i£ any o£ 
them have filled out sales slips. I£ someone has filled out a 
sales slip ask him what infomation was put down. If no one has, 
*ask the students what information they think a sales slip should 
contain. 



Clarify Problem 

5. Using overhead projector show projectual FAB6-1. 

6. Ask a student to state how this sales slip would be filled out. 

■ Provide Information 

7. Read Section 1, part a and part b, of the Readings. 



CONTENT 

1. The Sales Slip 

a. Purpose of the Sales Slip 

Sales slips are used so that both the customer and the 
store may have an accurate record of the purchase. A 
copy of the sales slip is made to be kept by the busi- 
ness, and the original is given to the customer. The 
customer's slip acts as a receipt in case he should want 
to return his purchase. 

b. Parts of the Sales Slip 

(1) The first part of the sales slip is used for: 

, (a) the date of the sale. It is important to date 
^ the sale correctly since you will .need a re- 

cord of when a customer bought an item if he 
later wants to return it. 

(b) the customer's name and address . 
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(2) The second part of the sales slip is used to record 
each type of item: 

(a) quantity • the number of each type of item 
purchased 

(b) description of the item - the kind of item pur- 
chased 

(c) price of the item - the total cost for the num- 
* oer of each type purchased 

Shown below is a conpleted sales slip. 
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8. Using Projectual FAB6-1, identify each part of the sales slip 
mentioned in the Readings. 

9. Read Section 1, part c, of the Readings. 



c. Filling out the Sales Slip 

Jack Blaclcstone, who lives in Pine Bluff, went to Joe 
Mathew's store to buy some goods. He bougjit: 4 cans of 
tomato soup vAxich were 15^ a tin, 2 cans of pork and beans 
which were on special at 2 for 45^, and a hammer which 
was selling for $2.75. 

When filling out the sales slip, Joe made sure he put 
the right date in the space marked DATE. He also wrote 
in Jack's name and address. 

Next he entered the. items Jack bought . In the first 
quantity column he wrote 4 because Jack bou^t 4 cans of 
tomato soup. Next he wrote down the name of the item, 
that is, tomato soiq). He put the numbers 1/15 meaning 
that 1 can sells for 15 cents. Next he multiplied 4 x 15^ 
and put the answer, 60^ in the last column. 

He then entered the pork and beans on the sales slip in 
a similar manner. Jte put 2/45 behind the name of the 
item to indicate that 2 cans sold for 45^. 

After this he entered the hamrner on the sales slip. 

Finally he added all the amounts in the dollars and cents 
column to find out how much Jack must pay him. Since 
Jack paid cash for his goods, Joe marked the sales slip 
PAID and gave Jack the original sales slip keeping the 
copy for himself. 



10. Ask if everyone is clear about how to fill out a sales slip. If 
there are any questions, review the appropriate part of the Readings. 

11. Read Section 1, part d, of the Readings. 



d. Some General Rules for Sales Slips 

(1) Be sure that the carbon paper has been put between 
the original sales slip and the copy. 

(2) Write clearly and press down hard, enougji to make 
sure the copy has all the entries put on the origin- 
al. 
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(3) Describe all items correctly, 

(4) Place all figures in the ri^t columns, 

(5) Check your multiplication and addition. 



12, Discuss Question 2 at the end of Case FAB6-2, 

13* Show Projectual FAB6-2 and ask how the voucher would be filled out, 
14, Read Section 2, part a and b, of the Readings, 



2, The Pay-Out Voucher 

a. Purpose of the Pay-Out Voucher 

When you are in business you will, at times, have to pay 
out money to different people; you will have to pay 
freigjit ?nd delivery bills, as well as people \Aio do 
small jobs for you. As a businessman you will have to 
keep track of all the money you pay out , To do this you 
can use a Pay-Out Vouchei^ , 

b. Parts of a Pay-Out Voucher 

At the top of the pay-out voucher, you put the name and 
address of the business or person to vtfiom you are paying 
the money. It is iit5)ortant to date the pay-out voucher 
correctly so that you can tell when you paid out the 
money. 

In the columns used for describing the goods, you write 
down the service for which you are paying. The last two 
columns of the voucher are used for the dollars and cents 
you are paying, A pay-out voucher is shown below. 
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FAB6-1 THE PAYOUf VOUCHER 
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15. Using the Projectual FAB6-2 identify each part of the pay-out 
voucher. 

16. Read Section 2, part c, of the Readings. 



Filling in the Pay-Out Voucher 

Over tne past three months, Johnny Mack had done a few 
jobs for Joe Mathew. This morning he washed the win- 
dews of the store; Joe had promised to pay him three 
dollars ($3.00) for doing this. 

When Joe paid Johnny Mack, Joe made out a pay-out voucher 
so that he would have a record of this pay-out. Joe 
began by writing in the date and then Johnny Mack's name 
and address. Next he wrote down what service he was 
paying for, that is, cleaning windows. After writing 
into the money column tiie amount he was paying, Joe had 
Johnny sign the voucher so that he too had a receipt 
showing that he had received the money. 



17. Using the Projectual FAB6-2, illiastrate how a pay-out voudier is 
completed. 

18. If there are any questions on filling out the pay out voucher, 
review the appropriate part of the Readings. 

19. Read Section 2, part d, of the Readinf;S. 



d. Some General Rules for Pay-Out Vouchers 

(1) Be sure that the carbon paper has been put between 
the copy and the original pay-out voucher. 

(2) Write clearly and press down hard enou^ to make 
sure the copy has all the entries put on the origin- 
al. 

(3) Describe pay-out item correctly. 

(4) Place all fig^es in the proper columns. 



Indicator 
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20. Instruct the students to conplete sales slips and*^ pay-out vouchers 
for the transactions in Case FAB6-1. 

21. Hand out two (2) sales books to each student. One book is to be 
used to record sales , the other to record payments . 
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OBJECTIVE 2: GIVEN TOE FACTS AND FIGURES OF VARIOUS BUSINESS TRANS- 
ACTIONS, THE STUDENT WILL BE ABLE TO CXDRRECTLY ENTER THE 
INFORMATION ON THE ORIGINAL DOCUMENTS INTO THE JOURNAL 
AND THEN POST THESE ENTRIES TO THE PROPER LEDGER ACCOUNT. 



Stimulus 

1. Ask how Bill Duran would go about enVttmg the information on his 
sales slips and pay-out vouchers into his books. 



Clarify Problem 

2. Ch the flip chart list the order of entering the infoimation into 
his books: 

- enter into Journal 

- post to Ledger accounts 
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Provide Information 



3. 



Read Section 3 of the Readings. 



3. Entering the Day's Sales into Your Books 



Rather than entering each individual sale into your 
books it is easier to enter a figure showing the total sales 
for the day. This figure is obtained by adding the totals 
of all the sales slips made out that day. 

Many times you will make small sales of 50<^ or less for 
which the customer won't want a sales slip. When this occurs 
you should enter the amount of the sale into a note-book 
called Small Sales . Simply mark down the amount of each 
small sale. At the end of the day total all the small sales 
for the day and add this total to that of the sales slips. 
This will give you the total of all the sales for the day* 

If you are using a cash register the amounts of all the 
sales (all small sales plus the total of each sales s.lip).jwill 
appear on the cash register tape. You will therefore, not 
need a small sales book. You can add all the amounts on the 
cash register tape to calculate your total sales for the day. 

To enter the total sales for the day into your bookkeep- 
ing records, you must make a journal entry. Since you re- 
ceived cash, you debit the account cash. Following the debit/ 
credit rule you must then credit an accoiant called sales since 
you now have less merchandise. Once the Journal is posted you 
then must post the proper accounts in the General Ledger. 

We will now see how Joe Mathew would enter a day's sales 
into his bookkeeping records. 

On January 3, .Joe Mathew had the following sales slips: 



Joe Blacks tone 
Mather Johns 
Mary Smith 
T.C. Blair 



$ 3.80 
26.20 
31.00 
62.71 



Joe also had entered the following amounts in his small 
sales book: 



$0.25 
0.35 
0.67 
0.35 
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By adding the sales slips and the small sales entries, 
Joe found that his total sales for the day wre $125.33. 

Joe then made the following Journal entry: 



Page 2 of the Journal 
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After he had post^^d th^ Journal, Joe posted the Journal 
infoimation to the proper Geiieral Ledger accounts, cash and 
sales. 



SHEET NO L i 

i 

TERfVlS 

CREDIT LIMIT 



DATE 


ITEMS 


fOLIO 




DEBITS 




CREDITS 


01 

<* 




BALANCE 
























































[5/ 




.T/ 






























D^ 








3 














S^ 


























5 




Pr 








1 


3 


b 




1^ 


cL 




iTl 






















i 


0 


Q 


CO 


Hr 












fi 




»i 


3L 




Jl 












d 


oc 
















Pi- 










3 


5 


ea 


il 


H 




























ii 


s 




Dr 










( 


Q 




» t 


a. 












i 






















Dr 












0 


06 
















1 


































5 


55 























































ACCOUNT NO. 
NAME 



ADDRESS. 



ACCOUNT NO.. 
NAME 



ADDRESS- 



DATE 



SHEET NO. ^LSL 

. TERMS , 



.CREDIT UMJT. 
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fOLK) >/ 



DEBITS 



CREOTS 



BALANCE 
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Now simply by turning to the sales accpunt, Joe can find: 

a. how much he sold on a particular date - from each par- 
ticular entry 

b. how much he has sold to date - from the balance. 



4. Using the flip chart show the students how the Journal entries and 
Ledger entries for the above exan^les in the Readings were made. 
(Copy examples onto the flip chart and then discuss.) 

5. Read Section 4 of the Readings. Using the flip chart illustrate 
the entry of the information from the pay-out voucher into the 
Journal and Ledger accounts. 



4. Entering Pay-Outs into the Books 

Besides knowing how much is sold (vdiich equals the amount 
of money taken in from sales), it is inq^ortant for the busi- 
nessman to know: 

a. how much money he is paying out 

b. what he is paying for with this money. 

Pay-outs are recorded on pay-out vouchers (which you 
learned to fill out at the beginning of this lesson). The 
pay-outs will be of two major types: 

a. those for the purchase of merchandise for resale 

b. those for expenses involved in selling goods or services 
payments to workers, power and heat bills, etc. 

The first type of pay-out, generally called purchases, 
tell how jmxch it cost you to obtain the goods you are going 
to sell^ (They may be recorded either on pay-out vouchers or 
on invoices received from your suppliers.) 

The other type of pay-outs tells how much it cost you to 
sell these goods or services. 

To enter the pay-outs into your books, you first total 
the pay-out vouchers showing the payment for purchases of 
merchandise for the day. You then enter this total into your 
Journal as follows: 



a. Debit Purchases - you are increasing your assets by 
adding new merchandise . 
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b. Credit Cash - you are decreasing your assets by paying 
out casTiT ■ 

To illustrate, we will show how Joe Mathew posted his 
purchases for January 3 , 19 . 

• Joe' paid cash for the following purchases of merchandise: 

$20.00 - recorded on pay-out voucher 

51.00 - recorded on invoice $117 

16.52 - recorded on invoice #119 

$87.52 Total Purchase 



Page 2 of the Journal 
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Joe then posted this Journal entry to the proper General 
Ledger accounts. These accounts were purchases and cash. 
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Pay-out vouchers other than the purchases are classified 
as e^qjenses (unless they change the value of an asset of the 
business). Expenses include such things as power, heat, light 
workers, part- time help, taxes, etc. 

To enter the pay-outs for these items, into your books, 
you would first total the vouchers. 

We will look at how Joe Mathew recorded his expenses for 
January 3, 19 . 

Joe's eixpenses recorded on the pay-out vouchers were 
as follows: 

$ 3.00 - Johnny Mack for washing windows 

12.59 - Telephone bill 

13.17 - Power bill 

$28.76 Total 

Joe entered this inforaiation into the Journal as follows: 
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He then posted this to the proper General Ledger accounts - 
cash and e^qjenses. 
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6. Discuss the entering of sales slips and pay-out vouchers into the 
books. It mi^t be advantageous to illtastrate the procedures by 
having the student give an exanple. 

7. Read Section 5 of the Readings and discuss. 
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5. Summary 

By recording sales , purchases , and expenses you can keep 
track o£ the money involved in the day-to-day business trans- 
actions . 

The sales account infonns you how much you have taken 
in from the selling o£ goods and services. 

The purchases account tells you how much it has cost to 
obtain the goods you sell. 

The expenses account tells you how much it has cost to 
operate the business. 



Indicator 

8. Instruct the students to enter the information from the sales slips 
and pay-out vouchers from the Case FAB6-1 into the Journal and then 
post the Ledger accounts up to the end of business July 9. 
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SUBJECT FINANCE, ACCOUNTING, BOOKKEEPING 



LESSON FAB6 RECORDING EXPENSES AND REVENUES 



CASE FAB6 - 1 
BIU DURAN OPENS FOR BUSINESS 



On July 6 Bill Duran received a loan of $2,200.00 to buy merchan- 
dise. He sent his orders to three suppliers late that aftemocn. On 
the morning of July 9 the goods arrived. Bill paid frei^t diarges of 
$26.00 to T. C. Freight Ltd. 

Ihe merchandise ordters amounted to $1,487.00 in total. They were 
sent from three siqipliers: 

1. Smith and Smith Kholesalers $ S61.00 Invoice #667 

2. W. T. Jacks Hardware Suppliers 393.00 Invoice #A67 

3. M. M. Meat Suppliers 533.00 Invoice #1113 

$1.487.00 

Bill paid cash for the merchandise. He hoped to make banking 
arrangements soon so he wouldn't have to worry about having large a- 
mounts of cash in the building. 

Bill asked Mathew Blake and Pan Vic to help him move the boxes into 
the storage area. He paid them $2.00 each. 

By about noon on July 9 Bill had the orders checked and arranged on 
the shelves. At 1 o'clock Bill opened his doors for business. 

That afternoon many people came to look at Bill's store. Bill made 
the following sales: 
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!• Mrs. T. Blue, Kiddle Rapids 

2 loaves bread $0,2S a loaf 
4 cans tomato soxxp 2/43^ 

3 cans pea soup 3/SS^ 

2 cans beans 2/43^ 

2. Mr. Jack John, Middle Rapids 

1 pair pliers $1.95 

3 packs cigarettes 0.65 a pack 

5. Mr. Manny Moon, Middle Rapids 

1 frying pan $2.59 
] belt buckle 3.49 

4. Mrs. M. John, Middle Rapids 

6 pairs of socks $2.59 a pair 

3 yards of corduroy 1.09 per yard 

5. Windy Mission School, Middle Rapids 

25 loaves of bread $0.25 a loaf 

25 pounds of hamburger if. 70 a pound 

3 pounds of butter 0.78 a pound 

24 cans of beans 2/43^ 

48 cans of tomato soup 2/43^ 

24 cans , of spagjietti 2/47* 

Billys wife came to the store just before closing time to get a few 
things for supper. She took the following: 

1 loaf of bread $0*25 a loaf 
- 2 pounds of hamburger 0.78 a pound 

1 tin peaches 0.41 

2 tins of beans 2/43^ 

Bill took $5.00 from cash to pay for these. 

At the close of store hours: Bill prepared to do his books for the 

day. 
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Questions for Discussion 



1. When Bill makes a sale how can he record the items sold, the price 
per item, and the total sale? 

2. How can Bill keep track of the money he pays out? 
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SUBJECT FIN.WCE, ACCOUNTING, BOOKKEEPING 



LESSON FAB7 TAKING THE TRIAL BALANCE 



INSTRUCTOR'S GUIDE 



OVERVIBV 

The conplete record of any transaction requires debit and credit 
entries of equal amount. The great advantage of this equality of debits 
and credits is that it permits the bookkeeper to prove the accuracy of 
his bookkeeping by taking a Trial Balance. 

Immediately after closing off the accounts in the Ledger at a pre- 
determined cut-off date, the bookkeeper prepares a Trial Balfince by 
listing the balances of all accounts in two separate columns; the left- 
hand column for the debit balances, the right-hand colurm for the credit 
bsdances. When the listing is conpleted both coluims must be totalled 
and the totals conpared. If they are equal, the books are in balance. 
If they are unequal, errors must have occurred, and it will be necessary 
to check back throu^ the work and discover and correct the errors until 
the debit and credit balances are equal. All errors must be found in 
order that information in the records may be safely relied upon. Trial 
Balances are used not only as a test of the accuracy ,of the double entry 
bookkeeping records, but also as the basis for preparation of the fin- 
ancial statements. 



OBJECTIVE 

Given a General' Ledger that has been posted to date, the student will 
be able to take a Trial Balance. The Trial Balance will be evaluated on 
the following criteria: 

1. It contains a heading viiich states who, what, and when. 

2. The accounts are listed in order of account numbers. 

3. The total debit balances equal the total credit balances. 
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4. The figures conform to those given in the General Ledger. 

5. The writing is legible. 



RESOURCES REQUIRED 

1. Case FAB7-1, ^'Bill Duran Checks His Books" 



1. Hand out Readings. 

2. ^ad Purpose and Introduction and discuss. 



PURPOSE 

In this lesson you will leam how to do a Trial Balance of 
your books in order to check the entries in your bookkeeping re- 
cords. 



INTRODUCTION 

In lessons FAB4, FAB5 and FAB6 you learned how to post the 
opening balances and various business transactions to the Journal . 
The Joumal entry jnade for any transaction contains four items of 
infoimation: 

1. the date of the transaction 

2. the account or accounts to be debited, and the amount 

3. the account or accounts to be credited, and the amount 

4. a brief explanation of the transaction o 

After the entry is recorded in the Joumal (journalizing), the 
amounts are then transferred to the proper accounts in the General 
Ledger. This transferring of amounts from the Joumal to the Ledger 
accounts is known as posting. In actual bookkeeping practice, no 
entry of any kind may be made directly into a Ledger account with- 
out first being recorded in the Journal* 

Accuracy in posting is absolutely essential. Therefore, the 
following steps in posting from the Joumal to the General Ledger 
should be carefully followed: 

1. Head up the necessary accounts and nunnber them. 
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2. Enter the date of the transaction 

a. The year is written at the top of the colunn 

b. The name of the month is written only once in the date 
column used on the page or in the account 

c. The day of the month is written opposite each entry, 

3. Enter the nunber of the Journal page from which the amount was 
posted in the post reference colunn of the Ledger account. 
This nunber is preceded by the letter "J" to indicate that the 
amount came from the Journal. 

4. Enter the amount of the transaction into either the debit or 
credit columa: 

a. Amounts entered in the debit column of the Jouxnal are 
posted to the debit column of their accounts 

b. Amounts entered in the credit colunn of the Journal are 
posted to the credit column of their accounts. 

5. After each posting, extend the balance into the balance colunn, 
and indicate the nature of the balance by the abbreviation 

dr. or cr. 

6. Check the amount and make sure everything has been properly 
entered into the account. Then, to indicate that the amount 
has been posted from the Journal, enter the account nunber in 
the post reference coltmn of the Journal. 

Fbr every amount that has been posted to the debit side of an 
account, an equal amount was posted to the credit side of some 
other account. Therefore, if the posting was correct, the 
. total of the debit balances of the accounts should be equal to 
the total of the credit balances. To test the accuracy of your 
posting you do a Trial Balance of General Ledger accounts. 



OBJECTIVE: GIVEN A GENERAL LEDGER THAT HAS BEEN POSTED TO DATE, THE STU- 
DENT WILL BE ABLE TO TAKE A TRIAL BALANCE. THE TRIAL BALANCE 
WILL BE EVALUATED ON THE FOLLOWING CRITERIA: 

1. IT CONTAINS A HEADING WHICH STATES V«0, WHAT AND KHEN. 

2. THE ACCOUNTS ARE LISTED IN ACCOUNT NUMBER ORDER. 

3. THE TOTAL DEBIT BALANCES EQUAL THE TOTAL CREDIT BALANCES. 

4. THE FIGURES CONFORM TO THOSE GIVEN IN THE GENERAL LEDGER. 

5. THE WRITING IS LEGIBLE. 
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Stimulus 

3, Hand out Case FAB7-1. 

4. Have students post the Ledger accounts of the Middle Rapids Trading 
and General Store up to date as of July 31, 19_, (Posted Ledger 
accounts may be found at the end of this lesson •) 

Clari^ Problem 



$• Ask the question giyen at the end of the case and discuss; 
What :an Bill Duran do to make sure his posting is accurate? 



Provide Information 

6. Read Section 1 of the Readings and discuss. 



OONTOfT 

1. The Trial Balance 

In the Journal the debits for each entry are eqiial to the 
credits for that entry. If no errors are made in posting, the 
total of all debit amounts in the Ledger eqL».^s the total of 
all credit aniounts in the Ledger. It follows, then, that a 
method of proving the accuracy of posting is to test the 
equality of the debits and the credits in the Ledger. 

This test of the equality of the debits and the credits 
in the Ledger is called a Trial Balance. It consists of a 
list of the account titles in the Ledger vdth their balances 
arranged in a debit colunn and a credit column, and each col- 
ism totalled. If the two totals of the Trial Balance are equal, 
the posting of the Journal is assumed to be correct. 

The trial balance is usually taken on the last day of ea:;h 
month, but it jnay be taken at any time to provide the accuracy 
of posting. 



The steps to follow are: 



Step 1: 



Post the accounts in the Ledgpr to date. 



Step 2: 



Detemdne the balance of eadi account. 



Step 3: 



At the top of a sheet of Journal paper vrrite the 
heading for the Trial Balance: 
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Line 1 - name of the business 
Line 2 - a, the words, "Trial Balance" 
b. the date 

Step 5 : Ch the first line of Trial Balance write : 

a. the account's title - in the description colunn 

b. its Ledger page nunber - in the posting refer- 
ence colunn 

c. its balance - in the proper debit or credit 
amount column. 

Step 6: For each additional account write: 

a. the account title - in the description coliinn 

b. the page niinober - in the post reference colunn 

c. the balance - in the debit or credit amount 
colunn. 

Step 7: Rule a single line under the last anounts listed in 
both columns to indicate addition. (Rulings may be 
made in black or red.) 

Step 8: Aid each amount colunn: 

a. Write the totals beneath each colunn 

b. If the two totals of the Trial Balance are equal, 
the posting of the Joumal is assumed to be ac- 
curate. 

Step 9: Oice the Trial Balance is in balance, rule a double 
line under the totals across all colunns except the 
description colunn. 

NOTE: In bookkeeping, a double ruling indicates that 
the work has been conpleted satisfactorily. 
The doiA>le line should net be drawn until the 
Trial Balance is in balance. 

Joe Mathew wanted to check the accuracy of his books. Ch 
January 3, after business was tiirougji for the day, he decided 
to take a Trial Balance. 

Below are the balances of the accounts in Joe*s General 
Ledger: 



Cash Page 1 $ 769.25 Dr. 

Land 10 900.00 Dr. 

Building 15 700.00 Dr. 
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Using the above inforraaticai Joe prepared the Trial Bal- 
ance. The conpleted Trial Balance aj^ars below. 
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7. Ask the students how they would take a Trial Baloace of the Ledger 
accoixits of the Middle Rapids Trading and General Store. Discuss. 

8. Read Section 2 of the Readings. 



2. Kind of Proof Provided by the Trial Balance 

If the two totals of the Trial Balance are equal, the 
Ledger is said to be in balance. The person preparing the 
Trial Balance is assured that there is equality of debits 
and credits in the Ledger and generally assuoES that all 
posting is accurate. 
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It should be noted, however, that a Trial Balance vfliich 
is in balance does not couipletely prove the accuracy of the 
bookkeeping records : 

a. A mistake might be made by posting entries to the wong 
. accounts. Although the debits and credits would be 

equal, the balances in the accounts concerned would be 
incorrect. Probably an error of this kind would be 
found only by someone checking these accounts with the 
original documents. 

b. Ttie recording of a transaction may be entirely omitted. 
Since the Ledger will still be in balance, the error 
will not be indicated by the Trial Balance. Care must 
be taken when posting the Journal at the end of eadi 
day so that a transaction is not omitted. 



9. After completing Section 2 of the Readings list the balances of 
Joe Mathew's Ledger accounts on the flip chart and illustrate the . 
drawing up of the Trial Balance. 

10. Ask the students how a Trial Balance is useful. . Discuss. 

11. Read Section 3 of the Readings.. 



3. Finding Errors Indicated by an Out -of -Balance Trial Balance 

If the two totals of the Trial Balance are not equal, 
the Trial Balance is said to be out -of -balance. "When a 
Trial Balance is out -of -balance, all amounts should be 
checked out. 

A Trial Balance out -of -balance indicates an error or 
errors in one or more of the following: 

a. Journalizing 

b. Posting 

c. Addition or subtraction in the ar-counts 

d. Listing the amounts on the Trial Balance 

e. Addition of the amounts on the Trial Balance 



In order to find the error or errors, it is necessary 
to check the records and the Trial Balance. This is usually • 
done in the reverse order from that in \^Alich the work was 
conpleted. 

Proceed as follows in checking a Trial Balance out -of ^ 
balance : 
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Step 1: Add again each colum of the Trial Balance. (One 
or both of the colunns may have been added incor- 
rectly.) 

Step 2: Find the amount of the difference between the debit 
and credit footings of the Trial Balance and look 
for this amaunt. (The amount of the difference may 
be a balance of an account that has been omitted 
from the Trial Balance.) 

Step 3: Oieck the account titles and the balances on the 
Trial Balance against the account title and the 
balances in the Ledger. (An account balance may have 
been entered in the wrong column of the Trial Bal- 
ance, the account balance may have been incorrectly 
copied, or one or more accounts may have been omitted 
entirely. ) 

Step 4: Verify the balances in each account in the Ledger, 
(An error may have been made in determining the bal- 
ance.) 

Step 5: Verify the posting of each item in the Journal, and 
dieck each amount in both the Jcximal and Ledger. 
(Ihe daecking of each amount must be done very care- 
fully so that any error in copying amounts may be 
detected. An item may have been posted twice , en- 
tered on the wrong side of an account, or copied in- 
correctly.) 

Step 6: Examine first the Journal and then the Ledger to find 
items not checked. Correct all errors discovered 
by this process. (The source of errors should now 
be found because all work has now been retraced.) 



12. Ask the students how they would go about finding an error (or errors) 
in the books if the Trial Balance didn*t balance. 

13. Outline the suggested methods on the flip chart. 

14. Read Section 4 of the Readings. 



4. Correcting Errors as Ihey are Found 

a. If an account balance has been omitted frcmi the Trial 
Balance, it ^ould be inserted in the Trial Balance and 
the Trial Balance footings (addition of the colunns) 
should be corrected. 
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b« If an account balance has been placed in the wrong colunaa 
of the Trial Balance the amount should be erased or can- 
celled with a line and the sane aonoount should be written 
in the correct column. The footings of the Trial Bal- 
ance should then be corrected. 

c. A similar correction to that above sh<xild be made for a 
balance copied incorrectly, 

d. If the posting of an item has been omitted, the amount 
should be posted at once. 

e. If an amount has been posted to the wrong side of an ac- 
count, a line should be dram neatly through the amoixit 
entered cm the wrong side of the accomt and the item 
should be posted correctly. 

f . If the wrong amount of an item has been posted, a line 
should be drawn neatly throu^ the incorrect amount in 
the account and the correct amount written above it. 

g« If an item has been posted twice, a line should be drawn 
neatly through the second posting in the account. 



15. Read Section 5 of the Readings and discuss. Ihis summary serves 
as a brief review of the bookkeeping procedures to date. 



5. Summary 

A Journal is a book in which all transactions are re- 
corded as they occur. 

Journalizing involves entering into the Jountal the date, 
the name of the transaction involved, and the amount by which 
the accomt is to be debited or credited. 

Posting is the transferring of the Jouxnal information 
to the proper Ledger accouits. 

A Trial Balance is a statement made \sp at least once a 
month as a check on the accuracy of the bookkeeper's posting. 

Errors should not be erased, nor should the new figures 
be written over the old ones; a line should be drawn through 
the entire amount, ^d the correct amount written above. 
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Indicator 

16. Instruct the students to take a Trial Balance of the Ledger accounts 
of the Middle Rapids Trading and Gmeral Slbre as of July 31, 19 • 
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SUBJECT 



FINANd, ACOXWriNC, BOOKKEEPING 



LESSON FAB7 



TAKING THE TTUAL BALANCE 



CASE FAB7 - 1 



BILL DURAN CHECKS HIS BOOKS 



Bill IXiran has operated the Middle Rapids Trading and General Store 
for aliaost a month. He bougjit the store on July S and opened for busi- 
ness on July 9. Now on July 31 Bill was curious as to whether or not 
the business had nade or lost aoney. 

Cki July 5 Bill had started a bookkeeping system. Although he had 
intended to keep all his books up to date, he foimd that he vras unable 
to post the Udger accounts everyday because of the many jobs he had to 
do. He had however , kept his Jouznal up to date. In order to find out 
if the business was making or losing money he would now have to post the 
Ledger accounts (which he had not posted since July 9) . 

Following are the Journal pages foi the dates July 5 to July 31, 
and the Ledger accomts t^ned to date. Post the Ledger accounts for 
the Jounial entries up to and including July 51 . 



Question for Discussion 

1. What can Bill IXiran do to make sure his posting is accurate? 
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SUBJECT 



FINANCE, ACCOUNTING, BOOKKEEPING 



LESSOR FAB8 



PREPARING THE WORK SHEET 



INSTRUCTOR'S GUIDE 



OVERVIEW 

The Work Sheet is a device used during the closing process^ so that 
all accounts can be separated into two main categories : 

1, Profit and Loss Statement accounts ^ 
(The Revenue and Expenses) 

2. Balance Sheet accounts 

(Assets and Liabilities) ^ 

In lesson FABZ, "Talking -the Trial Balance", the student was shown 
how to prepare a Trial Balance by listing the balances of the accounts 
of the General Ledger. The Work Sheet extends the Trial Balance figures 
into either the Profit and Loss Statement colymns or the Balance Sheet 
columns. All revenue and expense accounts are extended to the Profit 
and Loss Statement colLoims; all asset and liability accounts are extended 
to the Talance Sheet columns. The difference between the revenue anii 
expenses entered in the Profit and Loss Statement columns is the net pro- 
fit or loss from operations; this figure is extended to the Balance Sheet 
columns of the Work Sheet. 

The Work Sheet is a scratch pad on vSxich the businessman can calcu- 
late the results of the operations, determine the necessary adjusting 
entries and closing entries, and is a guide from which financial state- 
ments can be calculated. Because it is not a formal document -like a Bal- 
ance Sheet or Profit and Loss Statement, the .work on it can be erased, 
crossed out, or recor/jed in pencil. The Work Sheet is a device used to 
collect and adjust infoimation needed for the up-datiiig nf the books of 
the business and is used as a guide in the preparation of formal financial 
statements. 



ERLC 



295 



FAB8 



OBJECTIVE ' ' ' , 

Given a balanced Trial Balance, he student will be able to. prepare 
a Work Sheet which contains the following: 

1. A correct heading 

2. Trial Balance figures which are totalled and double-ruled 

3. Amounts in the Trial Balance' correctly extended to the Profit and 
Loss section or the Balance Sheet section 

I ■ ' \ ■ 

41 Net profit or net loss correctly calculated and properly entered 

and ruled in 'the Profit, and Loss section 

5. Net profit or net loss properly extended to the Balance Sheet 
section 

6. A Balance Sheets section balanced and properly ruled. 



RESOURCES REQUIRED 

.1. The Trial Balance sheet from Case FAB7-1 
2. Work Sheet paper.- 



METHODOLOGY • , 

1, Hand out Readings. 

2. Read the Purpose and Introduction and discuss. 



PURPOSE 

In this lesson you will learn how to prepare a Work Sheet from 
thej.iifoi7nation in the Trial Balance. 

INTRODUCTION 

Every businessman is interested in learning v^tth^r his traiij?- 
actions have increased or decreased his net worth. A,Jiou^ the 
basis fo,r this information is contained in the Trial Balance/, tlie 
amount of the increase or decrease in net worth is divided among 
many accounts. The next step in the bookkeeping process, therefore. 
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is to analyze the Trial Balance. This analysis is used in the 
preparation of financial statements (Profit and Loss Statement 
and Balance Sheet) for the biasiness. 



OBJECTIVE: GIVEN A BALANCED TOIAL BALANCE, THE STUDENT WILL BE ABLE TO 
PREPAJ^ A WORK SHEET WHICH CONTAINS THE FOLLOWING: 

1. A CORRECT HEADING 

2. TRIAL BALANCE FIGURES WHICH ARE TOTALLED AND DOUBLE-RULED 

: - . ) ■ ■ ■ 

3. AMOUNTS IN THE TRIAL BALANCE CORRECTLY EXTENDED TO THE 
.PROFIT AND LOSS SECTION OR THE BALANCE SHEET SECTION 

4. NET PROFIT OR NET LOSS CORRECTLY CALCULATED AND PROPERLY 
' ENTERED AND RULED IN THE PROFIT AND LOSS SECTION 

5. NET PROFIT OR NET LOSS PROPERLY E)CrENDED TO THE BALANCE 
SHEET SECTION 

6. A BALANCE SHEET SECTION BALANCED AND PROPERLY RULED. 



Stimulus 

3. Ask the students to calculate how much net profit or net loss the 
Middle Rapids Trading and General Store made during the month of 
July. 



Clarify Problem 

Let the students atteiqjt to figure out what net profit and net loss 
are and how to calculate them, before giving them the method of 
calculation. Pll the necessaiy information is contained in the 
Trial Balance. ^ * 

Net profit ar' net loss, is calculated as follows: 

Sales - (Purchases + Freight + Expenses) 

a. ^ If tlie result is a positive quantity, a net profit has resulted. 

b. If the result is a negative quantity^ a net loss has resulted. 

After calculating the net profit or net loss have the students de- 
termine what the net worth of the business is as of July 31. 
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NOTE: In the;^6ase FAB7-1 the account for net vforth is entitled 
"Investment - B. Duran". If an understanding of net worth 
is confused because of the difference in titl©^, the ac- , ; 
count "Investment - B. Duran" can be renamed "net worth". 

When calculating net worth as of July 31st>the net profit or net 
los3 for the accounting period must be entered into this section. 
In the content of the Readings the student is shown how to make the 
necessary entries. At this time the questions in point 3 and 4 are 
asked to create a need for a systematic approach to the preparation 
of financial st:^ements. 



Provide Information 

6. Read Section 1 of the Readings and discuss. Point out that the 
Trial Balance used on a Work Sheet is prepared by following the 
steps outlined in FAB7. - 



OONTEWT 

1. The Work Sheet and It's Purpose 

Although it is possible to prepare the financial state- 
ments directly from the Trial Balance,- a more satisfactory and 
systematic method is to use a Work Sheet. A Work Sheet is a 
single sheet^ of analysis paper on \^ftlich the biasinessman sorts 
and interprets the infoiroation of the Trial Balance.^ It is 
the bookkeeper's "scratch pad", as it were, or. \Aiich he ^gathers 
together all the infomuition necessary for financial state- 
ments. The Work Sheet siiiplifles the preparation of the state- 
ments by providing for the separation of Balance Sheet accounts 
from Operating accounts, providing a convenient place for cal- 
culating the net profit (total sales less purchases + expenses.) 

As this sheet is for the bookkeeper's use only, he may 
work in pencil, maVe erasures, and set up iriformation in any 
manner that he believes will, enable him to complete the finan- 
cial statements accurately and f^s quickly as/ possible. 

Joe Mathew's Work Sheet for the period ending January 3, 
19 is shown on the following page. This is the sijiplest 
foim of the Work Sheet and is soinetimes referred to as a 
Working Trial Balance . 



7. Read Section 2 of thr^ Readings. Illustrate on the flip chart each 
step outlined in thin section. The infoimation in the example about 
Joe '4athew should be used. 
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2. How to Prepare' the Work Sheet 

a, ITie Heading oa the Work Sheet ' 

Tne heading states the name of the business and the date 
of the end of the period covered by the Work Sheet • 

Exai!5)le: 

Joe Mathew 
Work Sheet 
for the period ended January 3, 19 

h. Filling in the Trial Balance Section 

(1) List the Ledger accounts by name and number. 

(2) Enter the . balances in the Trial Balance columns of 
the Work Sheet. 

(3) Indicate the addition of the amounts by a single- 
ruled line. 

(4) Indicate the con?>letion of this part of the Work 
Sheet by a double-ruled line iirraediately below the 
Trial Balance totals. 

NOTE: The infoimation on the first columns of Joe * 
Mathew* s Work Sheet the. Account Title, 
Ledger Page and Trial Balance is exactly 
the same as the infoxmaticm in the Trial Bal- 
ance prepared in Lessm FAB7, 'Taking £ Trial 
Balance". 

Often the original Trial Balance is entered 
directly on the Work Sieet (instead of first 
being entered on a sheet of Journal paper and 
then being copied on the Work Sheet.) 

c. Filling Out the Balance Sheet Section 

At the end of a certaui period of time, a report is pre- 
pared to show the assets (what is owned) , the liabilities 
(what is owed) , and the net worth (vtfiat the business is 
worth}!. This report (showing the assets, liabilities and 
net wrth m a certain date) is known as the Balance 
Sheet . 

(1) Extend the amount of each asset » liability and net 
worth account from the Trial Balance. 

Debit or credit amounts go to the same debit and 
credit coltmn in the Balance Sheet columns. 

,/ 

J 
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Exairple ; 

Joe extencted the following accounts from the Trial Bal- 
ance columns to the Balance Sheet columns: 



Balance Sheet 



Account Title 



Dr. 



Cr. 



Cash 
Land 

Building 

Equipment § FUmiture 
Government Loan 
Loan from father-in-law 
Own money 



769 
900 
700 
465 



25 
)0 
30 
30 



1,900 
150 
775 



00 
00 
00 



Preparing the Profit and Loss Section 
At the end of ascertain period, a report is prepared to 
show: the sales, the e^qpenses paid, the purchases of 
merchandise and vrfiether or not a profit was made during 
the period. This report (showing the income frc^ sales, 
the cost of purchases, and the expenses dtiring the period) 
is known as the Profit and Loss Statement (P § L State- 
ment for short.) 

If the income from sales is less than the cost of pur- 
chases plus expenses, the business has received a net 
loss* 

If the income from sales is larger than the cost of pur- 
chases plus expenses you have made a net profit for the 
period. 

To sort out the items for the Profit § Loss Statement: 

(1) Extend the amount of sales, purchases, aid expenses 
to the proper column in the Profit § Loss Statement 

(2) Put the amounts in the proper debit or credit col- 
umns of the Work Sheet. 

Example : 

Joe extended the following accounts to the Profit 
§ Loss Statement columns of his Work aieet. 
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P § L Statement 



Account Title 


Dr. 


Cr. 


Sale? 






125 


33 


?ar.tuses 


87 


32 






Expenses 


28 


76 







e. Detennining the Profit or Loss 

Add the profit and loss columns. The difference betweexi 
the totals of these columns represents either the profit 
or the loss made by tiie business. 



(1) If the total of the credit column exceeds the total 
of the debit column, a profit has been mde. The 
amount of this profit is then entered below the total 
of th(7 .'^bit colunn so that \rfien added to it the two 
totals will be equal. 

(2) If the total of the debit column exceeds the total 
of the credit colunn, a loss has been suffered 
during this period. In this case, the amount of the 
loss is entered below the total of the credit col- 
umn so that ^en added to it^the tDtals of the two 
columns will be equal. 

Exanmle; 

Joe luathew's Work Sheet j^hows that he had a profit 

for the period that ended January 3, 19 . The pro- 

fit was $9.25. 



P § L Statement 



Account Title 


Dr. 


Cr. 


Sales 






125 


33 


Purchases 


87 


32 






Expenses 


28 


76 








116 


08 


125 


33 




9 


25 








125 


33 


125 


33 



f ^ Finishing the Balance Sheet columns 

(1) Add the Balance Sheet columns. 

(2) If a prof it has been made, enter the amount of the 
net profit below the total of the credit coluwi (be- 
cause it represents the increase to the net worth 
for the period) , 
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(3) If a loss has been suffered , enter the amount of the 
net loss below the total of the debit coltnn. 

If the totals of the two Work Sheet colunns are 
equal when the profit or loss is addec. to the proper 
column then the Work Sheet is snathexnati^ally correct. 

Exang>le : 

Below is the Balance Sheet section of Joe Mathew's 
Work Sheet. 



Balance Sheet 



Account Title 


Dr. 


Cr. 


Cash 
Land 

Building 

Equipment § Furniture 
Govenunent Loan 
Loan from father-in-law 
Om Money 


669 
900 
700 
465 


25 
00 
00 
00 


1,900 
150 
775 


00 
00 
00 




2,854 


25 


2,625 

9 


00 
25 




2j834 


25 


2,834 


25 



8« Ulead Section 3 of the Readings and discuss. 



3. Sunfflnary 

The Work Sheet serves as the bookkeeper's scratch pad. 
On the Work Sh^et you can check the accuracy of the posting of 
your books by preparing a Trial Balance. Then using this Trial 
Balance you can sort and prepare the information for your fin- 
ancial statements » (Profit and Loss Statement and Balance 
aioet) . In the next lesson you will learn to prepare, fi^^mcial 
statements from the Work Sheet. 



Indicator 

9. hk.id out Work Sheet paper to the students. 
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10. Instruct the stivtents to prepare a Woric Sheet for the Middle Rapids 
Trading and General Store as of July 31, using the information con- 
tained in the Trial Balance prepared for Case FAB7-1. 

NOTE: The Work Sheet must meet the foXlowing criteria: 

1. A correct heading 

2. Trial Balance figures ^ich are totalled and double* rul^d 

3. Amounts in the Trial Balance correctly extended to the 
Profit and Loss section or the Balance Sheet secticm 

4. Net profit or net loss correctly calculated and properly 
entered and ruled in the Profit and Loss section 

r S. Net profit or net loss properly extended to the Balance 

Sheet section 

6. A Balance Sheet section balanced and properly ruled. 
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SUBJECT 



FINANCE, ACXXmrUiG, BOOKKEEPING 



LESSON 7AB9 



ELEMeTTARY PROFIT AND. LOSS STA1E^CN^ 



INSTRUCTOR'S GUIDE 



OVERVIEW 



The previous FAB lessons dealt with the recording of business trans* 
actions as well as the controls used to dieck the accuracy of the record* 
ing. Ihis lesson and the one following (FABIO) show tht student how to 
prepare the financial statements that are used to sunmarize the business 
activities over a given period of tim^ This lesson deals wiUi the Pro- 
fit and Loss Statement; the next lesson deals with the Balance Sheet. 

A Profit and Loss Statement is a classified sunfaary of the revenues 
and e34)enditures of a business over a stated period of time. The Profit 
and Loss Statement will show the profit or loss resulting from the oper- 
ations during this period. The revenues would be earned frcn salf^s or 
other operations. Ihe e:q>enditu2ies would be for the purchase of mer- 
chandise for resale and for expenses of operating the business during the 
stated period of time. 

A Profit and Loss Statement allows the manager of a business to see 
how much he spent on purchasing merchandise fom^ resale ^ how nudi he spent 
on expenses chiring the rerlod^ and vA\At the resulting profit or loss was. 
In this lesson the studt. t is i^own hoi^ to prepare the Profit and Loss 
Statanent. In later lessi;ns the student is shown how to use the Profit 
and Loss Statement to anajiyze past operations and help plan for future 
operatica$. 



OBJECTIVE 

Using a properly completed Vfork Sheet, the studmt will be a^jle to 

grepare a Profit and Loss Stateasnt. The Profit and Loss Statemsnt will 
e evaluated on the following criteria: 
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1. It contains a heading vdiich states the who, vdiat, and when. 

* 

2. Scurces of revenue are identified in the revenue section of the 
statement. Ail sources are totalled and the total identified as 
total revenue. . ' 

3. Expenditures are identified in either the cost of gpods sold 
section or the expenses section of the Profit and Loss Statement. 

4* Total expenditures are subtracted from total revenue and the dif- 
ference is entitled either net profit or net loss. 

5. All entries conform to the^data given. 

6. Writing is legj-ble. 



RESQIJRCES REQUIRED 

1. Middle Rapids Trading and General Store Work Sheet for the period 
-ended July 31, 19 , prepared in FAB8. 

2. Exercise FAB9-l/'steve's Outfitting" 

3. Projectuals: " 

a. FAB9-1, ^Trofit and Loss Statement" (black background with 
windows cut out - no overlay) 

. b. FAB9-2, 'Trofit and Loss Statement" (shows stacks of dollar 
bills - has folding cardboard doors-. 3 

EAB9-3f "Profit and Loss Statement" (black background with 
large circle in centre - has 3 overlays] 

— EAB9-4, "Standar^^ Form of a Profit and Loss Statement" 



METHODOLOGY 

1. Hand out Readings. 

2 . -Read Purpose and Introduction and discuss , 
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PURPOSE • 

In this lesson you will be shown how to prepare a Profit and 
Loss Statement from the information on the Work Sheet . 



INTRODUCTION 

One of the principal reasons for operating a business , is to 
make a profit. In the case of a business that is owned and oper- 
ated by one man, this profit represents the owner's income or 
earnings from the business. Therefore, it is necessary that there 
be a method of finding the exact profit made during a particular 
period of time . 



OBJECTIVE: USING A PROPERLY CDMPLETED WORK SHEET, THE STUDENT WILL BE 

ABLE TO PREPARE A PROFIT AND LOSS STATEMENT. THE PROFIT AND , 
LOSS STATEMENT WILL BE EVALUATED ON THE FOLLOWING CRITERIA: 

IT CONTAINS A HEADING WHICH STATES THE WHO, WHAT, AND 
WHEN. 

SOURCES OF REVENUE ARE IDENTIFIED IN THE REVENUE SECTION 
OF THE STATEMENT. ALL SOURCES ARE TOTALLED AND THE TOTAL 
IDENTIFIED AS TOTAL REVENUE. 

EXPENDITURES ARE IDENTIFIED IN EITHER THE COST OF GOODS 
SOLD SECTICN OR THE EXPENSES SECTION OF IHE PROFIT AND 
LOSS. STATEMENT. . 

TOTAL EXPENDITURES ARE SUBTRACTED FROM TOTAL REVENUE AND 
TOE DIFFERENCE IS ENTITLED EITHER NET PROFIT OR NET LOSS. 

ALL ENTRIES CONFORM TO THE DATA GIVEN... . ' 

iWRITING IS LEGIBLE. 



1. 
2. 

3. 

4. 

5. 
6. 



Stimulus 



Ask the students how they would calculate the profit or loss a busi- 
ness made in any accounting period. Discuss. 
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Clarify Problem 



\ 



4. 



Read Section 1 of the Readings and discuss. 



CONTENT 



1.. 



What is a Profit and Loss Statement? 



. The Profit and Loss Statement simimarizes the revenues and 
expenses of the business for a stated period, and shows the 
net profit or loss. It is sometimes also called an Income 
Statement or a Revenue Statement. 



Provide Information 

5. Show Projectuals FAB9-1 to FABQ-S and explain as follows: 
a. Show Projectual FAB9-1. Point out: 

(1) the Prof lib and Loss Statement shows revenues and expenses 
FOR A CERTAIN -PERIOD OF TIME. 

(2) Cover the right-hand part of the projectual, then point 
out: If revenues (money coming in) are biggpr than ex- 
penses (money going out) you will have a profit. 

(3) Now show the right-hand side of the projectual to illus- 
trate the business can also have a loss. 

(4) Give other examples on the flip chart if necessary. 

. b. Show Projectual FAB9-2 starting from the left-hand side and 
going to the right-hand side. This projectual introduces the 
concept of GROSS PROFIT. Explain the projectual by giving ex- 
aiqples on the flip chart. 

c. Show Projectual FAB9-3 (which is a circle graph representation 
of a Prof it and Loss Statement, illustrating all parts of the 
Statement!) Again give examples on the flip chart. 

6. Read Section 2 of the Readings. Discuss and view Projectuals FAB9-1 
to FAB9-3 again. 
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■ EAB9-1 PROFIT AND LOSS STATEMETrT 
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FAB9-2 PROFIT AND LOSS STATEMENT 



SUBJECT 



SEmAL NUMBER 

taiVUNBl 39HIN331* 



... / 




INCOME 



I LESS >, 
JCOST OF ^ 
J GOODS SOLD 



GROSS PROFIT 




NET PROFIT 



•••■••««•«• 



• TCCHINCE TEHPUTE* 



TECNIFAX 



^ Porw 




• TECKiHGET[inNTE« 



TtCNtVAX FlLIAILl TRAHSrAltiNCY MOUNT 
m"x\<y MASK — Ufl IWxtr FILM 
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FAB9-3 PROFIT A^© LOSS STAIBENT 



SUBJCCT 



CompoNenrs </ Pgop/r-Los5 Statsment 




TECNIFAX 



••••••••••• 

• rCCNtRfiC TCIinATE* 



nCNirxX rilXAlU TRANirARENCY MOUNT 
7Vi"s10" MASK— U» t)i*'xir FILM 



• UGMINBE TCHPUTE* 
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2. What is Recorded in a Profit and Loss Statement? 

The revenues of the business, as well as the expenses 
incurred in obtaining these revenues, are recorded in the Pro- 
fit and Loss Statement. The net profit or loss of the busi- 
ness is shown on the Statement 

Profit and Loss Statement 
(For a certain period of time) 



Revenues 



Re VENUES 



Z-OSS 



a. b. 

a. When the Business Makes a Profit 

In part a of the above illiistration, you can see that more 
money came into the business (revenue) than was paid out 
(expenses) . By subtracting the expenses from the revenues 
you can see that a profit was made. Whenever the revenues 
are greater than the expenses , a profit will result . 

For example, if the revenues of a business were $100.00 
and that business paid out $75.00 in expenses during a 
one-day period, the result would be a profit of $25.00. 



Expenses 

(Money 0«r) 



Profit 
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Revenues ' $100.00 | ' 

Less Expenses 75.00 ' 

Profit $ 25.00 

b. When the Business Suffers a Loss 

In part b oi the illustration on the previous page you 
can see that more money was paid out (expenses) than came 
into the business (revenues). The result would be a loss 
on business activities for the period of time being ex- 
amined. 

If the revenues were $75.00 over a period of one-day and 
that business paid out $100.00 in expenses, the result 
would be a loss of $25-00. 

Revenues $ 75.00 

Less Expenses 100.0 0 

Loss $ 25.00 



7. Read Sections 3 and 4 of the Readings. When reading Section 4, 
illxistrate the method of preparing each section of the Profit and 
Loss Statement by doing (and explaining) tiie example in the Readings 
Point out where the information is obtained from the Work Sheet. 



3. Preparing the Profit ajid Loss Statement 

The Profit and Loss Statement is prepared from the infor- 
mation contained in the Profit and Loss Statement columns of 
the Work Sheet. The Profit and Loss Statement section of. Joe 
Mathew's Work Sheet is shown below: 



Joe Mathew * 
Work Sheet 
for the period ended January 3, 19_^ 

Trial Balance 
Dr. Cr. 



P ^ L Statement 
Dr. Cr. 



Account Titles 



Ledger 
Page 



Sales 45 

Purchases 60 

Expenses 80 

Net Profit or Loss 



125.33 



87.32 
28.76 



2950.33 2950.33 





125 


.33 


87.32 






28.76 






116.08 


125 


.33 


9.25 






125.33 


125 


.33 
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Joe Mathew*s Profit and Loss Statement prepared from 
the Work Sheet on the previous page is shown below: 



Joe Matl^ew 
Profit and Loss Stateiient 
for period ended January 3, 19 




Revenues 




Sales $125.00 
Total Revenues 


$125.33 


Cost of Goods Sold 




Inventory (beginning) $ -0- 
Purchases 87.32 
Freight -9- 
Cost of Goods 

Available for Sale 87.32 
Less: Inventory (ending) -6- 
Cost of Goods Sold 


87.32 


Gross Profit 
E^nses 


$ 38.01 
28.76 


Net Profit 


$ 9.25 



4. Hie Parts of the Profit and Loss Statement 

Each Profit and Loss Statement covers a certain period of 
time called the '^accounting period". Ihis certain period of 
time or accounting period can vary from a day to a year. Pro- 
fit and Loss Statements should be prepared at least once a 
year and it would be useful to prepare them quarterly (every 
three (3) months) or semi-annually (twice a' year)^ 

a. The Heading 

The heading of the Profit and Loss Statement must contain 
the i-ollwing infoxmation: 

(1) Name of the business 
C2} Name of the statement 

(3) Accounting period the stat«nent is prepared for. 
For exasqple^ Joe ik^thew*s heading %^ld be: 
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Joe Mathew 
Profit and Loss Statement 
for period ended January 3, 19 



b. The Revenue Section 

The first section of tlie Profit and Loss Statement is 
called tJie Revenue Section. It is entitled "Revenue". 
In this section you write the name of each revenue ac- 
count and the amount of revenue received from each ac- 
count. You then add the amounts, and the total is called 
•Total Revenues". 



Many times there are more than one type of revenue. Some 
of these could be: 

(1) Credit Sales 

(2) Sale of Assets 

(3) Sale of Services. 

c. Cost of Goods Sold Section 

The next section is called the "Cost of Goods Sold" 
section. In the revenue section you could see how nwch 
was received from selling the product. In this section 
you can see hov much it cost to purchase the products 
which were sold. 

In order to determine the cost of the goods sold during 
a stated period you must know the following: 

(1) Ibu much meixhandise did you have on hand at the be- 
gii^ning of the period? This is called Beginnii?.g 
Inv entory . 

' (2) How much did you purchase dUiring the period? 

(3) Hbw much did it cost you to have your purchases 
shipped in? This would be the amount of freight 
you had to pay. 

(4) ibw much merchandise is on the shelves, in the store- 
room, and in the warehouse at the end of the period? 
This is called Biding Inventory. 



Revenue 



Sales 

Total Revenues 



$125.33 



$125.33 
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By adding the first three amounts (beginning inventory 
+ purchases + freight) you can detemine the Cost of 
Goods you had available. fbt sale during the period. Next, 
by subtracting the ending inventory (the value of the 
goods you still have in the store and warehouse) you can 
deteimine how mudi it cost to purchase those goods that 
were sold during the period. An exainple of how the Cost 
of Goods Sold section is calculated is shown below: 



Cost of Goods Sold 






Inventory, beginning 


$ 




Purchases 


87.32 




Freight 






Cost of Goods 






Available for Sale 




$87.32 


Less: Inventory, ending 






Cost of goods sold 




$87.32 



In the above example yoxx can see that there is no opening 
inventory. Tliis means timt at the beginning of the per- 
iod the business had no merchandise at all. During the 

Eeriod it purchased merchandise costing $87.32. (The 
usiness did not pay anything to have the merchandise 
shipped from its su^liers.) All the merchandise that 
was available for sale was sold so that tl^re was no 
ending inventoiy. The total cost of goods sold during 
the period was .$87.32. 

d. Expenses Section 

The last section of the Profit and Loss Statement is 
called ^^Expenses**. This section tells you hovi^ much it 
cost you to operate the business over the period of time 
for wfiich the statement is prepared. At this stage in 
the course we will enter the expenses as one figure under 
the title ••Expenses'*. 



Expenses $28.76 



As you learn more about bookkeeping you will identify what 
these expenses are and then list them on the Profit and 
Loss Statement when calculating the expoise section. Some 
of these expenses are: 
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(1) En9>loyee Net Pay 

(2) Bniployee Deductions 
(3> Bniiployer CPP and UIC 

(4: Supplies, Postage, Stationery 

(5) Light, heat, water 

(6) Rent 

(7) Interest paid on loans 

(8) Repairs and Maintenance 

(9) Telephone 

(10) Advertising 

(11) Taxes 

(12) Depreciation expense 

(13) Bad Debts expense 



8, Show Projectual FAB9-4 and point out each section of th<^ Profit 
and Loss Statement just prepared. 

9. Read Section 5 of the Readings and discuss. 



5. Types of Profit Shown on Profit and Loss Statement 

In any business that engages in buying and selling there 
are two classes of profits the gross profit and the net 
profit. 

a. Hie Gross Profit is the difference between the selling 
price of the goods sold and the cost price of the goods 
sold. On the Profit and Loss Statemat the selling price 
is the revenue section. The cost price is the cost of 
goods sold section. 

Gross Profit » Total Revenues - Cost of Goods Sold 

Gross profit shows you how much laoney is left from the 
revenues after paying for the goods sold. Hie gross 
profit is used to pay the expenses of the business plus 
other payments such as loan payments (principal only) , 
purchase of additional assets^ and money to the owner. 

Calculation of the gross profit for Joe Mathew's business 
is shown on the following page. 
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FAB9-4 STATOIARD FORM OF A PP50FIT AND LOSS STATBENT 



r 



SCmAL NUMUCII 



STAWOWO FORM OF PROFIT AIHD LOSS STATtMEWT 



8* 

i: 
1: 



t tWf OF BUSl>feSS ) 



PROFIT AND tjQSS STAimCNT lOR PBRieO ENDING . 



iNCOMt 



CASH SAL£S 
Cra.WT SALES 

om&^R inom: 
TOTAl, jnom: 



COST or oooos sao 

INVEfTOW (BEGINNINC) . 
FntlQfT 

TOTAL GOST OF OOODB R» SAI£- 

L£ss iNVHifminr ( ending ) . 



COST OF GOODS SOLD 
GROSS PROFIT 
TOTAL CtfCNSfS 
NET PROfIT 



EXPENSES 



•8 
•5 
•5 

• • • 



BrUCVEE DEDUaiONS 

SUPPLIES, POSTAL, STATIONERV 
LlOrr, V^T, WATtR 
!NrciCST 

lerr 

REPAIRS AND MAINTTNANCE 
ICLIVEinr AND liRAVEL EXPENSE 
m£PI«ONR 

AOOUUNTINC AND LEGAL 
ADVERTISING 

TAXES, LICENSES, AND FEES 
LAUNDRy AND OEANIlUG 

cncR 

BAD DEBT EXPFMSE 
OEPREaAnON 



TOTAL EXPENSES 



•1 
:i 

•8 

•2 



CCIIItl f tlPUtC* 



•fCMiRti tcinuc* 



TTAMSrAUMCr MOUNT 
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Revenue 






Sales 

iot£u Kevenue 


$125.33 




Cost of Goods Sold 






Inventor/, beginning 

Purchases 

Freight 


$ ^ 
87.32 




Cost of Goods 
Available for Sale 
Less: Inventory, ending 
Cost of goods sold 


87.32 

1 


87.32 


Gross Profit 




$ 38.01 



b. TTie Net Profit is the difference between the gross profit 
and the expenses of operating the business. 

Net Profit ^ Gross Profit Expenses 

The net profit figure shows how nuich money was made 
during the period for vMch the statement is prepared. 
Remember that this is p. Profit and Loss Statement 
it is possible for a loss to be shown for the period. 

Calculation of the net profit on Joe Mathew^s Profit and 
Loss Statement is done as shown below: 





Gross Profit 


$38.01 


E3q>enses 


28.76 


Net Profit 


$ 9.25 



10. Read Section. 6 of the Readings and discuss. 



6. Summary 

The Profit and Loss Stateanent shows \^ether you made 
rioney or lost money on your operations during a certain period 
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of time. 

There are three sections to a Profit and Loss Statement* 
They are: 

c • Revenue 

b. Cost of Goods Sold 

c. Expenses. 

You can calculate two kinds of profit: 

a. Gross Profit 

b. Net Profit. 

Profits are not always made during a period of time; 
therefore, your statement may show a loss. 



Indicator 



11. Hand out Exercise FAB9-1 and have students do the assignment. Stevens 
Profit and loss Statement is shown en the next page. 

12. Have one of the students put his assignment on the flip chart. 
Discuss answers. 

13. ' Instruct the students to prepare a Profit and Loss Statement for the 
Middle Rapids Trading and General Store as of July 31, 19 . The 
information for the statement is contained in the Wbrk Sheet prepared 
in FAB8. ^ ^ 

Additional infoimation: 

Inventory (beginning) -9- 
Inventory (ending) 

Bill Duran expected a shipment on the mDming of July 30, 19 
but due to shipping problans it didn^t amear. Bill had not . 
planned his merchandise supply well enough to be prepared for 
such an emergency. The result was that by 4 p.m. on July 31 
Bill had absolutely nothing left to sell. 
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Steve's Outfitting 
Profit and Loss Statement 
for period ending December 31, 


19_ 


Revenue 






Cauro 
Store 
Total Revenues 

Cost of Goods Sold 


$22,500.00 
4,000.00 


$26,500.00 


Inventory, begiiming 

Purchases 

Freight 

Cost of Goods Available 
ror oaxe 
T jP c c » TnvpntOTv gtvI i n ct 

Cost of Goods Sold 


$ 150.00 
3,000.00 
310.00 

3,460.00 


3,210.00 


Gross Profit 




$23,290.00 


E)qpenses 






Wages 

Advertising 
Repairs § Maintenance 
Qeaning ^ Laundry 
Supplies 
Other 
Total E)q)enses 


$10,0il0.00 
500.00 

1,200.00 
300.00 

7,100.00 
700.00 


19,880.00 


Net Profit 




$ 3.410.00 
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Middle Rapids Trading and General Store 
Profit and Loss Statem^t 
for period ending July 31, 19 


IvcAfentK; 






Sales 
Total Revenue 


$2,985.11 


$2,985.11 


Cost of Goods Sold 






Inventory, beginning 
Purchases 
Freight 
Cost of Goods 
Available for Sale 
Inventory, ending 
Cost of Goods Sold 


$ -fl- 
2,070.00 
43.00 

2,113.00 


2,113.00 


Gross Profit 
Expenses 




$ 872.11 
144.09 


Net Profit 




$ 728.02 
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SUBJECT 



FINANCE, ACCOUNTING, BOOKKEEPING 



LESSON FAB9 



ELEMENTARY PROFIT AND LOSS STATEMENT 



EXERCISE FAB9 - 1 



STEVE'S OUTFITTING BUSINESS 



Steve Marleau runs a small outfitting operation from May to 
September. TTiis past season one hundred and fifty (150) tourists stayed 
in his canp; each paid one hundred and fifty dollars ($150.00) for five 
(5) days. For this price Steve siqjplied a cabin, meals, a boat and a 
guide, but the tourists had to supply their own equipment. 

Steve sold some groceries and fishing equipment to the tourists. 
He took in $4,000.00 from these sales. 

Here is other information on Steve's operation: 



Steve wanted to know how much he had made or lost for the year ending 
December 31, 19__. 

Question for Discussion 

1. Make up a Profit and Loss Statement for Steve's outfitting business. 



Wages to help 
Purchases for year 
Inventory at end of year 
Frei^t on purchases 
Advertising 

Inventory at beginning of year 
Repairs § jnaintenance 
Cleaning and laundry 
Other ejqjenses 
Supplies 



$10,080.00 
3,000.00 



250.00 
310.00 
500.00 
150.00 

1,200.00 
300.00 
700.00 

7,100.00 
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SUBJECT FINANCE, ACa)U>friNG, BOOKKEEPING 



LESSON FABIO ELEMEOTARY BALANCE SHEET 



INSTRUCTOR'S GUIDE 



OVERVIEW 

As already stated in Lesson FAB3, 'TVhat is a Business Worth?**, the 
Balance Sheet represents vdiat a business ovms, what it owes, and the value 
of the investment of the owners. The items owned by the business are cal- 
led assets. The claims of creditors owed by the business are called lia- 
bilities. The value of the investment of the owr>ers (called owner's 
worth, net worth, equity, etc.) is the excess of assets over liabilities. 

The Balance Sheet is a financial statement which lists the assets, 
liabilities and owner's worth of the business. It gives a picture of the 
financial position of the business at any one point in time . In fact, 
the Balance Sheet can be thought of as a photograph of the financial pos- 
ition of the business at some certain tiirie^ while the Profit and Loss 
Statement is a motion picture of the business activities over a period of 
time. 

As was also stated in lesson FAB3^the Balance Sheet must always bal- 
ance. 

ASSETS = LIABILITIES § OWNER'S WDRTH • 

In this lesson the student is shown how to use the information con- 
tained on the Work Sheet to prepare a Balance Sheet. In addition to re- 
viewing much of the content of lesson FAB3, this lesson shows the student 
how to jconpile a more detailed owner's worth (net worth, etc.) section 
for the Balance Sheet. 



OBJECTIVE 

Given a Work 9ieet containing a Balance Sheet section, the student 
will be able to correctly prepare a Balance Sheet. 
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RESCXJRCES REQUIRED 

1. Projectual FABlO-1, "What a Balance Sheet Means" 

2. Projectual FABlO-2, "The Balance Sheet" 

3. Exercise FABlO-1, "John LaPointe's Troubles" 

4. Work Sheet from Case FAB8-i. 



MEITPDOLOGy 

1. Do not hand out the Readings at this point 



OBJECriVB: GIVEN A WORKSHEET CD^f^AININa A BALANCE SHEET SECTION, TOE 
SWem' WILL BE ABLE TO CORRECTLY PREPARE A BALANCE SHEET. 



Stimul txs 

1. /Ksk the students: 'Once you are operating your busiress, how will 
yoj calculate how much it is wor^ in dollars at aiiy particular 
tiflie?" Write their suggestions on the flip chart. 



^ Clarify Problem 

2. Disca^s the students' suggestions. 

3. Mention that they need to be able to calculate how much their busi- 
nessef> are worth (in dollars) at any point in time. (For exanf)le, 
a bank manager will want to know this information before he gives a 

loan^ 

They can figure out how much their business is worth by calculating 
how much the business OWNS and how much it OWES. We call this mak- 
ing a BALANCE SHEET. 

4. iHand cut the Readings. Read over the Purpose and Introduction with 
the students and discuss. 



PURPOSE 

This lesson will show you how to prepare a Balance Sheet from 
the Work Sheet of the business. 
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INTRODUCTION 

A Small Business owner is very interested in three areas of 
his businesses operations: 

1. How much the business OIWS. 

2. How much the business OIVES, 

3. How much he (the owner) has invested in the business. 



Provide Information 

5, Read Sections 1 and 2 of the Readings and discuss. 



COhfTEiNT 

1, l\Tiat Is a Balance Sheet? 

A Balance Sheet may look rather, complicated but basic- 
ally it is a simple statement about a business enterprise « 
Most businesses produce this statement at regular intervals 
showing what they own and what they owe. 

A Balance Sheet is a statement of what a business owns 
and what it owes at a particular time . 



2. Parts of a Balance Sheet 

Although Balance Sheets may be set out in different 
ways they must always show the assets and the liabilities 
of the business . 

a. Assets 

The possessions of a business are called ASSETS. Assets 
include cash, land, buildings, manufacturing equipment 
and anything else that a business owns that can be given 
monetary value. 

b • Liabilities 

The various amounts of money that a business owes are 
called LIABILITIES, 

To attain assets a business needs money which can be 
obtained from different sources. For instance, it may 
borrow from loan companies, banks, government agencies, 
or its owner (s) • 
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Because the money that the business receives from ics 
owner{s) (its owner-manager, the partners, or the share- 
holders) is provided for the life of the coirpany, it will 
be repaid only if the business is terminated. Neverthe- 
less, this money is still owed by the business, and is 
therefore part of the businesses liabilities. 



6. Now, to review the above Readings, show Projectuals FABlO-1 and 
FABlO-2 as follows: 

a. Using Projectual FABlO-1 

(1) Show static part of Projectual FABlO-1 and explain that 
assets are written on the left and liabilities on the 
right. 

(2) Show the first overlay, i^ich illustrates irfiat assets and 
liabilities mean. Mention that the dollar value of what 
the business OWNS and what it OWES are always in BALANCE. 

(3) Show second overlay and mention, 'Tour business cannot 
OWN more than it OWES." 

(4) Remove second overlay and show third overlay. Mention 
"Your business varjiot OWE more than it OWNS/* 

(5) Illustrate the statements in (3) and (4) aJbove by pointing 
out that the business always receives something in return 
for its liabilities. For exairple: 

(i) If the business borrows money from the bank (lia- 
bility), it receives cash (an asset) in return. 

(ii) If a business charges up stock at a vdiolesaler*s 
(accounts payable liabilit)0 , it receives in- 
ventory (an asset) in return. 

(ill) If the owners piit their savings into the business, 
the business owes the owners this money (a lia- 
bility), but the business got the cash (an asset) 
in return. 

b. Using Projectual FABlO-2 

(1) Show static part of projectual FABlO-2 and e:)q)lain that 
assets are the physical things the business owns (ex- 
pressed in their dollar value); liabilities are the money 
accounts that the business owes* Discuss. 
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EABlO-l WAT A BALANCE SHEET KEANS 
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(2) Show the first overlay which enpahsizes the point mde 
above. 

(3) Show the second overlay which enphasizes that assets and 
liabilities are always in balance. Discuss. 

. (4) Show the third overlay which conpletes the Balance Sheet 
Equation, that is, total assets equal total liabilities.. 
Explain this equation by giving exajiples on the flip chart. 

7. Read Sections 3, 4, 5 and 6 of the Readings. If necessary, refer 
bade to Projectuals FABlO-1 and FABlO-2. 



3. Looking At a Balance Sheet 

Below is a Balance Sheet which shows the assets aid lia- 
bilities of Joe Mathew as of January 3, 19 . 







Joe Mathew 






Balance Sheet 




As of January 1, 19 


Assets 




Liabilities § Net Worth 


Cash 


$ 769.25 


Liabilities 


Land 


900.00 


Loan, government $1,900.00 


Building 


700 .00 


Loan, father-in-law 150.00 


Equipment 5 




Total liabilities $2,050.00 


Furniture 


465.00 








Net Worth 






Balance, beginning 300.00 






Investment 500.00 






Current Profit 9.25 






809.25 






less: Owner's Drawings 25.00 






784.25 


Total 




Total Liabilities ^ 


Assets- 


$2,834.25 


Net Worth $2,834.25 









Notice that both the assets and the liabilities are given 
a value in terms of money (nonetary terms), and that the total 
assets equal the total liabilities. 



4. Where Do We Obtain the Information for the Balance Sheet? 

The Balance Sheet for a business is prepared from the 
Balance Sheet columns of the Work Sheet. Qi the following 
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page is Joe Mathew's Work Sheet from viiich he prepared 
his Balance Sheet. 

iNotice that the net profit (loss) figure appears in 
both the Profit and Loss Statement coluims and the Balance 
Slieet colums. In the previous two FAB lessons (FAB8 and 
FAB9) you saw how to calculate this figure for the purpose 
of the Profit and Loss Statenent. This- figure also appears 
in the Balance Sheet colunns on tlie Balance Sieet because 
net profit is an increase in the net wortli of the business, 
or in the ctxse of a net loss, a decrease in the net worth. 

Tlie title 5 ^'Balance Sheet", cones from the fact that 
tlie total assets always equal tlie total liabilitie s; in 
other words , they balance eacn other> 



Why Does a Balance Sheet Always Balance? 

Let us see why the total assets and the total liabil- 
ities are in balance. Look again at Joe Mathew^s Balance 
Sheet. The bank, the mortgage conpany, and the owners have 
all made money available to tlie business. 

In other words, the liabilities on the Balance Sheet 
show what money has been made available to the business from 
various sources. 

Now, a business obtains money with the idea of using 
it: for instance, to b\x/ inventories. You are able to see 
how a business has enployed or used its money by looking at 
the assets on the Balance Sheet. 

The total liabilities, then, show what mcxiey has been 
made available to the conpany. The assets show how this 
money has been used or emptc^ed. 

The total assets and the total liabilities will be 
equal"because the liabilities snow the money that has been 
made available to the business and the assets show how this 
money is tased by the business. ' 
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a. What the Balance Sheet Means 



What The 
Business 
Owns 



What The 
Business 
Owes 



6. Sunwary 



To sum you can say that the Balance Sheet is a 
statement of the financial position of a business on a par- 
ticular date. 

A Balance Sheet ^ives two main groips of figures, the 
assets and the liabilities (which can be expressed in mon- 
etary terms) . 

The liabilities indicate what money has been made 
available to the business from different sources; the busi- 
ness owes this money. 

The as5;ets are what the business owns; they show how 
the business enployed or used the money available. 

The total assets and the total liabilities balance 
each other. 



Indicator 

8. Hand out Exercise EABlO-1, 'Uohn LaPointe*s Troi±)les". 

9. Instruct the students to answiefTthe questions at the end of the 
exercise . ^ 
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Suggestions for Answering the Questions 

a. In answering question 1, it would be helpful to prepare Journal 
entries, Ledger accouits and a Work Sheet. See the following 
pagQS. 

b. For question 2, a Balance Sheet for the business is shorn. 

c. Question 3 should be answered as follows: As of June 30, 19 
the business would owe each partner: Present net wortli divided 
by nuirber of partners, $2,500>00 = $833, 33, 

10. After the students have conpleted the exercise, instruct them to 
prepare a Balance Sheet for the Middle Rapids Trading and General 
Store using the Work Sheet for the period ending July 31, which they 
prepared in lesson FAB8. 
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JOURNAL ENTRIES 



Dr. Cr. 



Entiy 1 


Cash 

Owner's Worth 
John LaPointe 
Sue LaPointe 
Larry LaPointe 


1,500.00 


$ 500.00 
500.00 
500.00 


Entry 2 


Cash 
Loan 


7,000.00 


7,000.00 


Entry 3 


Land 

Buildings 
Equipment 
Cash 


1,500.00 
3,000.00 
2,000.00 


6,500.00 


Entry 4 


Equipment 
Cash 


500.00 


■;nn no 


Entry 5 


Cash 
Sales 


4,000.00 


4,000.00 


Entry 6 


Purchases 
Cash 


2,500.00 


2,500.00 


Entry 7 


Expenses 
Cash 


5Q0.00 


500.00 


Entry 8 


Loan payment 
Cash 


150.00 


150.00 




$26,650.00 


$26,650.00 
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Cash 



Ledger Accounts 



Entiy 


Dr. 


Cr. 


Balance 




1 


1,500.00 




1,500.00 


Dr. 


2 


7,000.00 




8,500.00 


Dr. 


3 


6,500.00 


2,000.00 


Dr. 


4 




500.00 


1,500.00 


Dr. 


5 


4,000.00 




5,500.00 


Dr. 


6 




2,500.00 


3,000.00 


Dr. 


7 




500.00 


2,500.00 


Dr. 


8 




150.00 


2,350.00 


Dr. 



Land 



Entry 
3 



Dr. 



1,500.00 



Cr. 



Balance 



1,500.00 



Dr. 



Building 
Entry 
3 



Dr. 



3,000.00 



Cr. 



Balance 



3,000.00 



Dr. 



Equipment 

Entry 

3 
4 



Dr. 



2,000.00 
500.00 



Cr. 



Balance 



2,000.00 
2,500.00 



Dr. 
Dr. 



Loan 



Entry 

2 
8 



Dr. 



150.00 



Cr. 



7,000.00 



Balance 



7,000.00 
6,850.00 



Cr. 
Cr. 



erJc 
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Owner's Worth - J. LaPoiiite 



Entry 

"^1 



Dr. 



Owner'? Worth - S. LaPointe 



Entry 
1 



Dr. 



Owner's Worth - L. LaPointe 



Entry 
1 

Sales 

Entry 
5 

Purchases 
Entry 
6 



Dr. 



Dr. 



Dr. 



2,500.00 



Cr. 



500.00 



Cr. 



500.00 



Cr. 



500.00 



Cr. 



4,000.00 



Cr. 



Balance 



500.00 



Balance 



500.00 



Balance 



500.00 



Balance 



Balance 



2,500.00 



Cr. 



Cr. 



Cr. 



4,000.00 Cr. 



Dr. 



Expenses 
Entry 
7 



Dr. 



500.00 



Cr. 



Balance 



500.00 



Dr. 



erJc 
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J.L.S. General Store 
Balance Sheet 
for period ended June 30 , 1970 




Assets 


Liabilities § Net Worth 




Cash 
Land 

Buildings 
Equipment 


$2,350.00 
1,500.00 
3,000.00 
2,500.00 


Loan $6,850.00 
Total Liabilities 

Net Worth 

J. LaPointe 500.00 
S. LaPointe 500.00 
L. LaPointe 500.00 
Current Profit 1,000.00 

Present Net Worth 


$6,850.00 
2,500.00 


Total 
Assets 


$9, 350.00 


Total Liabilities § 
Net Worth 


$9j350.00 




CMNS 






Cash 
Land 

Buildings 
Equipment 


$2,350.00 
1,500.00 
3,000.00 
2,500.00 

$9j 350.00 


Loan $6,850.00 

Net Worth 

J. LaPointe 500.00 
S. LaPointe 500.00 
L, LaPointe 500.00 

*Net Profit 1,000.00 

$9,350.00 





*Net Profit has to be added in because any profit eamed by a business 
belongs to the owners. 
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Middle Rapids Trading and General Store 
Balance Sheet 
for period ended July 31, 19 



Assets 



Cash 
Land 

Building 

Equipnent § Fixtures 
Truck 

Total Assets 



Liabilities and Net Worth 
Liabilities 
Loan 

Total Liabilities 
Net Worth 



Investment - B. Duran 
Plus: Current Profit 
Present Net Worth 

Total Liabilities ^ Net Worth 



$3,303.02 
300.00 
1,500.00 
2,420.00 
850.00 



$6,900.00 



745 .00 
728.02 



$8,373.02 



$6,900.00 



1,473.02 
$8,373.02 



NOTE: The above Balance Sheet is written in REPORT fom. The 
type v4iich the student has prepared to date is known as 
a Balance Sheet in ACCOUNT form. 
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SUBJECT 



FINANCE, ACCOUNTING, BOOKKEEPING 



lESSGN FABIO 



IHE BALANCE SHEET 



EXERCISE FABIO - 1 



JOHN LAPOINTE'S TROUBLES 



Qi June 1, John LaPointe formd a partnership with his nephew, 
Larry LaPointe, and Larry's wife, Sue, Each of the partners put in^ 
$500,00' cash, a total of $1,500,00. They arranged for a loan o£ 
$7,000,00, On June 3, the partners bou^t John Quaker's Store for 
$6,500,00, The purchase price included land valued at ,$1,500.00, equip- 
nent valiBd at $2 ,000.00 and a building valued at $3,000,00. Crie of the 
advantages of the building was the fact that it contained living quarters, 

Larry, Sue and John agreed that they should divide the jobs between 
themselves. Sue was to wait on custojiers. Larry would look after any 
repairs that had to be done, handle the shipments of supplies and help 
wait on customers. John would do the ordering, pricing and bookkeeping. 

The J.L,S, Generiil Store opened for business June 7, but after only 
the first week problems began. Larry and Sue liked to have parties after 
woik v^idi in itself didn't bother John the problem was that Sue 
usually drank too much at these parties, and couldn't do much work the 
next day. Besides, Lariy and Sue were having personal problems. This 
didn't help the business because it needed everyone working together 
to make it a success, 

Qi Jme 23, John had to order some new meat freezing equipment 
which cost five hindred dollars ($500,00), The si^^plier made him pay 
cash because they had not been in business very long and the supplier 
did not know if they were good credit customers. He said that they 
could probably arrange credit later. 

Meanvdiile, tension was building up between the partners. John felt 
that Larry wasn't doing his share of the work and was causing the busi- 
ness to have a reputation as a partying-place, Althou^ John thou^t 
that some entertainment was okay, he knew that the amount of partying 
Larry and Sue did was bad for business. He repeatedly warned them that 
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their constant partying would have to stdp, but Larry and Sue did not 
listen. The final straw came on the ni^t of June 30th when Larry and 
Sue held a real 'T>ash". The next day John told tliem that he wanted out 
of the business. 

To decide on a price for the business John mde up financial state- 
ments. Tlie sales for the nonth were $4,000.00. They had paid expenses 
of $500.00 and purchased $2,500.00 wrth of merchandise. (There was no 
merchandise left.) Ihey had made a loan payment of $150.00. 



Questions for Discussion 

1. List tJie things OWNED and OWED by this business on June 30, 19 . 

2. Make up a Balance -Sheet for the business. 

3. How much did the business owe each partner on June 30, 19 ? 
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SlfBJBCT 
LESSON FABll 



FINANCE, ACraJNTING, BOOKKEEPING 
RECORDING CLOSING ENTRIES 



INSTTOJCTOR'S GUIDE 



OVERVIEW 

In this lesson the stxjdent is show how to journalize and poiSt the 
entries necessary to close off a set of books at the end of a stated 
accounting period. 

Closing entries are made in the Journal at tlie end of the accounting 
period in order to transfer all te!^)orary ncxninal accounts (iixccxne and 
expense) to the real account, net worth. (Nominal accounts appear ONLY 
on the Profit and Loss Statement » vihereas real accounts involve assets 
and liabilities on the Balance Sheet.) For the purpose of grouping these 
various nominal accounts , a special account called the Profit and Loss 
Sunmary is opened. It is used for this purpose only^ and is then closed 
out to the net worth account. 

It is necessary to close out these nominal accounts so that the 
amount of sales » purchases ^ and expenses for each period of time my be 
kept separate. IMs helps in the onparison of profits or losses for 
the different periods. Closing entries also bring the net wrth account 
in the Ledger into agreonent with the net worth section of the Balance 
Sheet. 



OBJECTIVE 

Given a set of Ledger accounts^the student will be able to journalize 
and post the entries necessary to close off the books. 
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RESOURCES RBOMIRB) 

1. Joumal for Case FAB7*I. 

2. Ledger for Case FAB7-1. 



ME1H3DOL0GY 

1. Hand out Readings. 

2. Read Purpose and Introduction and discuss. 



PURPOSE 

In this lesson you vdll learn how to record the profit or 
loss of business operations into your books. 

INITOPUCTION 

Separate accounts are kept for revenue and expense in order 
to make it possible to prepare a Profit and Loss Statement. Hie 
balances of the revenue and the expense accounts are then trans- 
ferred tp one account known as the profit and loss sunnary account , 
and the profit becomes part of the net viorth. It is necessary to 
close the revenue and expense accounts so that the amounts of 
sales, purchases, and expenses for each period of tune may be kept 
S4>arate. this helps you in cotnfHLring profits or losses for the 
diffor^t periods. 



OBJECTIVE: GIVEN A SET OF LEDGER AOOOUmSiTHE STUDEWT WILL BE ABLE TO 
JOUniALIZE iWD POST THE ENTTU^ NECESSAKf TO CLOSE OFF THE 
BOOKS. 



Stlmilus 

3. Ask the students i^t Joumal entries would be required to close 
off a set of books. 

For example: What accoimts would be closed? Mhat debit or credit 
mtries vpould be posted, and vihat accounts would the debit or 
credit be posted to in order to follow the debit/credit rule? 
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Clarify Problem 

4. Discuss the need to close off the accounts. If necessary reread 
the Introduction. 



Provide Information 

5. Read Section 1 of tlie Readings. Using a flip chart illustrate the 
exanple contained in the Readings. 



CONTEST 

I. Methcxl of Closing the Accounts 

Ihe prof5.t and loss (revmie and expense) accounts are 
closed by suraarizing them in one account called the profit 
and loss swmny account ( profit and loss for short). The 
balance of this sunniy jatccoisit is the mount of the net pro- 
fit or net loss for the period; it is closed into the ac- 
count called **own money**'. This latter account will noM be 
renamed "owner's worth". 

The sunaary is made by transferring the balances of the 
different revenue and expense accounts to the profit and loss 
account. This is illustrated below for one of the accounts 
having a credit balance » the sales account. 

Journal Bitry; 



^ 1 


5 i^^n 1 


n:iiiiifaRE'%niiiiii 



















































As the sales account has a credit balance, the transfer 
is made by crediting the profit and loss account for the a- 
jnount of this balance. Finally, to show that the balance of 
the sales account has been transferred to the profit and loss 
account, the balance of the sales account nust be reduced to 
zero. This is done by debiting the sales account with the 
amount of the fonner balance. 

Similarly, the purchases and expense accounts, >d>ich have 
dd>it balances, are credited fr>r the amount of these balances, 
and these amounts appear as debits in the profit and loss ac- 
count. 
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Revenue and expense accounts in which there are no balances 
are said to be closed 

The Journal entries are posted to the General Ledger 
accounts. After tlie closing aitries have been posted, the 
General Ledger accounts affected would appear as follows; 



ACCOUNT MO 

ADoness 



SHEET NO 
.TEf=»MS 



. CREDIT LMT , 



DATE 



ITEMS 



ft)LlO 



s/\\ DEBITS |>/|| C^PEPTS || |\/[| BALANCE 
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ACCC3UNT NO.. 



ADDRESS. 



SHEE 
.TERMS 



T ND. Ji^ 



.CREDIT LIMIT, 



DATE 


ITEMS 
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6, Discuss method illustrated to see if it meets the need to get all 
the infonnation into one account. 

7, Read Section 2 of the Readings and discuss. Use the flip cliart to 
illustrate the exanple shown in, the Readings. 



ERIC 



2. Closing the Profit and Loss Account 

After the revenue and expense accounts have been closed 
into the profit and loss account, tills account has served its 
purpose. Its balance, which should be the same as the net pro- 
fit or net loss shown on the Profit and Loss Statement, may 
then be transferred to the net worth account. In this way, 
the profit and loss account is closed, and tlie net worth may 



351 



f 



FABll 

be increased or decreased by the 
for the period. 

Journal Entry: 



amount of the profit or loss 
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Tlie two General Ledger accounts, net worth and profit and 
loss, now look like this: 



ACCOUNT NO 
NAME 
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8. Read Section 3 of the Readings and discuss, 
the flip chart • 



Illustrate example on 



3. The Post-closing Trial Balance 

After posting the closing entries, you should take a 
final Trial Balance as a check on your work in posting the 
closing entries. Tnis Trial Balance is knovni as a Post- 
closing Trial Balance; the figures in it should agree with 
the figures in the Balance Sheet and in the Balance Sheet 
section of the Ifork Sheet. 




9. Read Section 4 of the Readings and discuss. Not only is this a 
review of this lesson but it is also a brief review of the book- 
keeping system to date. 
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4. Suninary 

Closing entries are made: 



a. 



To bring the net worth account in the General Ledger 
into agreanent with the net worth section of the Bal- 
ance Sleet; 



353 



b. To mark off an accoxmting period so that it may be com- 
pared with other periods of the same length. 

To close the books the balances of the income and ex- 
pense accounts are transferred to one account, the profit and 
loss account; the balance of this account is then transferred 
to the net worth account. 

The closing entries may be written up in the Journal by 
following the Profit and Loss Statement or by referring to 
the Profit and Loss section of the Ifork Sieet. 

You have now completed a very siji5)le bookkeeping system. 
In the following FAB lessons you will be using the basic 
^principles you learned in lessons FAB3 to FABll but will be 
putting in more details. Let's quickly review the bookkeepijig 
system to date. 

a. Prepare a Balance Sheet to determine the net worth of 
the business (FAB3), and record it in the Journal. 
(This is known as the Opening Entry). Post to the Gen- 
eral Ledger (FAB4). 

b. Record routine transactions in the Journal and post 
daily to the Ledger (FAB5 and FAB6). 

c. Take a Trial Balance at the end of the period (FAB7). 

d. Prepare a Work Sheet (FAB8). 

e. Prepare statements from the Wbrk Sheet (FAB9 and FABIO). 

f. Write up closing entries in the Journal, and post to the 
Ledger (FABll). 

g. Take a Pbst-closing Trial Balance (FABll). 
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The Bookkeeping Cycle 



ORIGINAL 

DocuMEhrrs 


— 


JOURNAL 









WDRKSHEET 




LEDGER 
ACCOUNTS 


' 



BALANCE 
SHEET 



PROFIT B, LOSS 
STATBIENT 



Indicator 

10. Instruct the students to journalize and post the necessary closing 
entries and prepare a Trial Balance using the infonnation in the 
Ledger accovnts of case EAB7-1. 
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Middle Rapids Tradijig and General Store 




Trial Balance 




for period ended July 31, 19 






Ledger 






Account Title 


Page 


Debit 


Credit 


Cash 


1 


3,303.02 




Land 


10 


300.00 




Building 


12 


1,500.00 




Equipment § 








Fixtures 


14 


2,420.00 




Truck 


15 


850.00 




Loan, Government 


30 




6,900.00 


Investment, B. Duran. 
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1,473.02 






8,373.02 


8,373.02 
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SUBJECT 



PERSONAL FINANCE 



LESSON PFl 



INTRODUCTION TO FAMILY MONEY MANAGEMENT 



INSTRUCTOR'S GUIDE 



OVERVIEW 



Tlais first lesson in the Personal Finance subject is an inportant 
one for aiiyone considering a business venture. It is a common occurence 
among new businessman to take money out of the till as required without 
recording the drawings. Very often the businessman is unaware that his 
drawings have exceeded the profit earned by the business. The effect of 
excessive drawings on working capital will be re-examined in a later lesson. 

Students must appreciate the iiiportmce of keeping business and 
personal money matters separate; they are then nuch less likely to fall 
into this trap. 

Many small businessmen lack the knowledge to manage their personal 
finances. Because of this, the. money which the family has is not used 
.to give the family as much satisfaction as it might, if sane planning 
went into the use of the money. Future lessons will deal with personal 
money managanent. 



OBJECTIVE 

1, Students will recognize the importance of separating family money 
matters frou business money matters, 

2. Students will recognize the importance of family money managonent. 
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RESOURCES REQUIRED 

1. Projectuals: PFl - 1, "Keep Your Hands Oixt o£ the Pockets of Your 

Business" 

PFl - 2, "A Need for Family Money Management" 

2. Case PFl - 1, "Robbing the Business". . 

3. Film, "Using Money Wisely" (18 minutes) 

4. Flip chart. 

METHODOLOGY 

1. Do not hand out the Readings immediately. 

OBJECTIVE 1 : STUDENTS WILL REALIZE THE IMPORTANCE OF SEPARATING 
FAMILY NDNEY MATTERS FROM BUSINESS MONEY MATTERS. 

Stimulus 

2. Show Projectual PFl - 1, "Keep your Hands out of the Pockets of 

Your Business". 

Clarify Problem 

3. Discuss the projectual. 

a. Ask: "What does this mean? "Can 9nith take money out of the 

business any time he wants?" 

Answer: No. He-might cause the business to fail. 

b. Ask: "How should Smith pay himself?" List students *s suggestions. 
Answer: Example, draw & certain amount of what he has taken out. 

c. Ask: "How much should Smith pay himself?" 

Answer: 9nith cap;iot take out more money than the business can 
afford to pay hin. 

d. Ask: "Why is it important to keep your personal money matters 

separate from your busiiiess money matters?" 
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PFl-1 KEEP ^XXJR HANDS OJT OF THE POCKETS OF YOUR BUSD^SS 
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Answer: The business has a life of its own. It needs money 
to keep going. You cannot take more money out of the 
business than it can afford to pay you. You have to 
decide how much year business can afford to pay ycu and 
then keep that money for your personal spending. If you 
do not separate your personal money matters from the 
money matters of your business, your business may go 
broke . 

Do you know businesses where drawings of money were too high 
for the business? What was the effect? 



Provide Information 

4. Hand out Readings; read and discuss the Purpose and Introduction. 



PURPOSE 

In this lesson we will discuss the importance of family money 
management. We will also discuss the need for a family budget and 
the iinportant part it can play in sound family money management. 
Finally we will briefly discuss the topics that will be covered in 
the Personal Finance subject area. 



imropUCTION 

A small business is generally a family operation; that is, most 
manbers of the family are involved in the business to one degree 
or another. In such cases it is easy for a problem to arise in keep- 
ing family money matters separate from business money matters. Ofter 
there is a tendency among members of the family to take money out of 
the cash register or cash box to buy household goods or pay family 
bills. Quite often they may also take goods off the shelves for 
family use. 

There would be no particular problem if every withdrawal of 
money or goods was recorded and if the aincunt of money and goods 
taken was not excessive. It is very important that an owner -manager 
(and his family) take no more out of the business than the business 
can afford to pay him. 

What happens if more money and goods are taken than the busi- 
ness can afford? The result is that there are les§ goods available 
for sale. There may also be too little money with which to buy more 
goods for sale. ' 
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It is surprising the number of businesses that get into finan- 
cial difficulties because of these problems. Often family members 
fail to realize that money received from selling goods is not all 
profit. If most of the :noney taken into the business is not available 
to buy more goods, the business may fail. Everyone in the family 
should understand that if tlie business is to survive, only a limited 
amount of money can be taken from the business for personal needs 
and wants. 

It is just as important to plan your family finances as it is to 
to plan your business finances. Failure to do so can ruin your busi- 
ness as quickly and as thoroughly as lack of business experience and 
training. 



5, Read and discuss Sections 1 and 2 of the leadings. 



CONTTENT 



2. 



The Importance of Keeping Family Money Matters and Business 
Money Matters Separate 

Many businesses fail because the businessman always Fias his 
finger in the till. He may not keep track of how much money or 
how many goods he takes out of the business. He may not spend 
his money wisely. Before long both he and his business are broke. 

Remember, the business needs money to stay alive. If you 
remove more money from the business than it can afford to pay 
you, then your business will fail. If you take products or stock 
out of your business without paying for them, the same thing will 
happen. You must learn to keep your family money matters separate 
from your business money matters. 

How Can You Keep Your Personal (Family) Money Matters Separate 
From the Business^ Money Matters 

One effective method you can use is to draw a salary from 
the business. Be sure to keep a canplete record of all amounts 
of money you pay yourself fran the business. 

If you withdraw any goods (e.g., groceries) pay for them in 
cash. This will help to keep family and business matters separate, 
will help to ensure that the family 'will live within a budget 
your business caii afford, and that money is available in the busi- 
ness to buy new stock (goods for sale) when necessary. 
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Indicator 

6. Hand out case PFl-1, "Robbing the Business to Death". Read and 
discuss tlie questiais at end of case. This should re-enphasize 
the inportance of separating family money matters from business 
money matters. 



OBJECTIVE 2: STUDENTS WILL REALIZE IHE IMPORTANCE OF FAMILY MONEY 
MANAGEMENT. 



Stimulus 

1. Show projectual PFl-1, "A Need for Family Money Management". 
Ask: "Have you had tliis situation happen to you?" 

Clarify Problem 

2. Discuss projectual. 

a. Ask: "How would you avoid sittiations like this?*' List an- 
swers and disciiss further. Suggest keeping a family budget 
as one way. 

b. Ask: "How will you make your family mderstand that all the 
business money is not your money?" Discuss. 

Provide Information 

3* Read Section 3 of the Readings. 



3. nie Purpose of Family Money Management 

Most families have only a limited amount of eamings 
(incomeV ^The purpose of family money management is to help 
ensure that the entire family gets the most satisfaction it 
can from the limited amomt of eamings (income) it has to 
spend. 

Usually the family needs and wants more things than it 
can afford. Therefore the family has to decide which things 
it will buy and irfiich things it won't buy. For exaaple, if a 
family wants both a TV set and a washing madiine, but it can 
only afford to buy one of them, it has to make a choice. The 
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PFl-2 A NEED FOR FAMILY MONEY MANAGBENT 
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choice should be the one that is the roost appropriate for tlie 
family at that particular time* 



4. Discuss the Readings. Refer students back to lesson MPl, "The In- 
dividual and His Needs". Indicate to students: "We saw that we 
have almost uilimited needs and wants, yet we have only limited money 
to buy tlie things we want." EmpJiasize the purpose of money manage- 
ment to help ensure the family gets the most satisfaction it can 
from limited money available. Bicourage students to talk about some 
needs and wants vrfiich they cannot get now because of lack of money. 

5. Ask: 'liow do you decide whidi things you will get if tliere are more 
things you want tlian you can presently afford? Students should sug- 
gest that they have to set priorities in order to decide. 

6. l^ad and discuss Sections 4, 5, 6 and 7 of the Readings. 



4. What is Involved in Family Money Manageroi^t? 

Family money management tries to ensure that the family 
does not spend more money than is available. In order to do 
this properly it is necessary to keep a record of family in- 
come and expenses. Hiis is not always the easiest or most 
convenient tiling to do. 

Tlie following diagram may help to clarify vrtiat is in- 
volved. 
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TOE FJ^ILY NEH)S 
M)NEY FOR GOODS 
AND SHWICES 



(Takes in Money) 
EARNINGS OR IN- 
COME 

- wages 

- salary 

- pension 

- etc. 



(Pays out money) 
SPENDING OR EX- 
PENSES 

- food 

- rent 

- clothes 

- car 

- furniture 

- enter tairment 

- etc. 



THE FAMILY NEEDS 
AND WWTS MANY 
TOINGS (PRODUCTS 
AND SERVICES) 



If the family spends more than it earns, then it will have 
to borrow money (go into debt) . If the family spends less than 
it earns, then it will have money left over (savings). We can 
show saving and borrowing as follows: 
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minus 



EXPENSES 
$400 



SWINGS 
$100 



OR 



minus 



EXPENSES 
$600 



B0RW3WING 
$100 



5. Who Should be Involved in Family Money Management? 

If family money management is to work at all, every member 
of the family (old enough to understand what is involved) should 
take part^ 

t. Lessons to be Covered in the Personal Fipance Subject Area 

PFl: Introduction to Family Money Management 

this lesson points out the need tor keeping family 
and busineti^s mney matters separate, 

PF2: Family Budgeting 

To the small businessman, a family budget can often 
mean the difference between success and failure in his 
business operations. You are shown how to start, your 
own budget and are encouraged to continue it throughout 
the course. 

PF3: The Importance of Saving 

In this lesson you will discuss why sayings are import- 
ant to your family and to your business. 

PF4: Consuner Credit 

Many families have money problems because they do not 
use credit wisely. This lesson points out many aspects 
of family credit so that you will be better able to 
manage your family money matters. 

PF5: Calculating Interest 

In this lesson you will learn how to calculate interest 
on savings, loans, and other kinds of consumer credit. 
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PF6: 



PF7: 



Personal Insurance 

This lesson points out the benefit of having personal 
insurance if you and/or your family suffer loss due 
to fire, theft p illness^ injury ^ or death. 

Your Will and Estate 

Whether you have tew or many possessions you will likely 
have seme definite ideas about who should receive them 
after you die. This lesson discusses the haxdship, 
inconvenience and legal complications that can arise 
if you die without leaving a will. It also discusses' 
the twD types of wills and how to go about making out 
each type. 



Suranary 



Small businesses are usually family-nm businesses. How- 
ever, this does not mean that there is no need to keep family 
money matters and business money matters separate. In factp 
it is vital to the survival of the business that they be kept 
separate. 

Products and money taken from the business for family 
use mean that the business has less goods for sale and less 
money to buy more goods. If more money or goods are taken 
from the business than it can afford, it will surely fail. 

The owner-manager must deteimine how much the business can 
safely afford, and should take no more than this amount in money 
and goods. He must also keep a complete and detailed record of 
all money and goods taken from the business. 

The most effective method an owner-manager can use for keep- 
ing business finance and family finance separate is to pay him* 
self a salary. Tk«e family should then make a practice of paying 
for all goods that it takes from the business, just like other 
customers . 

These methods and suggestions will only work if the family 
lives within its income. If spending exceeds income, it is like- 
ly that the amount of money and/or goods taken from the business 
will increase - to make up for the increased spending. This, 
as we have seen» can be dangerous^ To help prevent this from 
happening, family budgeting should be practised. To be success- 
ful, family budgeting Bust be a family matter. This means that 
everyone in the family nust be involved in making the budget 
work. 
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7. Students should see the relationship between the Personal Finance 
subject and the field o£ Business ffauiagement • 

8. Show the film, 'Using Your Money Wisely*' (18 minutes). 



Indicator 

9. Set up a role-playing situation built around the case PFl - 1. 

Have a student play Fred Smithy another his wife, others their five 
children. Let students determine the details of the role-playing 
situation: ages of children, conmunityp etc. 

The role-play could involve the following: 

a. The owner -manager has to convince his family members that they 
can*t have everything they want. 

b. The arguments lead to explanation of why money (or goods) 
can*t be taken from the business at will. 

c. The family agrees that they need to set up a family budget to 
help manage their personal finances. 



376 



r 



SUBJECT 



PERSONAL FINANCE 



LESSON PFl 



INITODUCTION TO FAMILY MJNEY MANACmENT 



CASE PFl - 1 



ROBBING THE BUSINESS 



Fred Snith took over his uncle's hardware store » with a down payment 
of |2»000.00» in the spring of 1968; he borrowed the rest from the bank. 
Fred lived at the back of the store with his wife and five kids. His 
oldest boy helped serve customers » but his wife wasn^t interested in the 
business. She was busy looking after the younger kids. 

Before Fred got into the hardv^re business^ he had driven a taxi. 
He never seemed to be able to make enough money to pay all the family 
bills. He thought he could make a better living operating the store. 

When Fred first took over the haxxlMare store^ he took just enough 
money out of the till to pay for the family bills as they came in. He 
didn't draw out any regular amount of money » and he didn't keep track 
of how much money he took. It seemed the family bills were always coming 
in. The kids were getting bigger. They needed clothes and wanted bikes. 
Fred's idfe bought these things and had the bills sent to the haxxiware 
store. 

One day Fred's banker fAoned and told Fred he was a month late in 
making payments on his business loan. Fred took $100 out of the till 
and sent it to the bank. Later that day a r^lar customer came in to 
buy paint for his bam« He wanted to cash a $75 grain cheque but Fred 
didn't have enough money in the till to cash the cheque. Two days 
later« bills for family drugs and clothes came in. Again Fred didn't have 
enough mdney to pay the bills. Fred*s wife had recently taken a floor 
polisher and two Imaps out of the store's stock to use in the house. 
Fred couldn't order more because the supplier refused to give him credit. 
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Questions for Disaission 

1. What is Fred's problem? 

2. Hhat caused the problem? 

3. What vnuld you do to avoid this problem in your business? 
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SUBJECT PERSONAL FINANCE 



LESSON PF2 FAMILY BUDGETING 



INSTKUCTOR'S GUIDE 



OVERVIBtf 

In lesson PFl, '*Introdurtion to Family Mor^y Management", the stu* 
dents were introduced by means of the case to the necessity of budgeting. 
They saw that drawing money from the business caused problems and that, 
hi order to make the best use of their money, a plan would be required. 

This lesson deals with the need for a family budget and the method 
of preparing a family budget. Following the lesson, students should 
uidertake to keep a family budget for the balance 9f the course. 

Students often give various reasons for not keeping a budget: too 
short a time to plan, too little mwiey, amoint of money is uicertain, 
etc. Factors such as these do not make budgeting easy, but they do seem 
to make budgeting all the more essential. The instructor should offer 
any assistance and encouragement tJie students may need in preparing tlieir 
budgets. 



(JBJECriVE 

The students will be able to maintain a monthly family bud^t. 



REFERENCE MATERIAL FOR INSTWJCTOR 

1. Brown, N.E. CCTisiaaer Eduction , Toronto: The MacMillm Conpany of 
Canada Ltd., 1967, pp. 4Z - 47. • 
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2. Prindle, John L. It's Not Just Money , Madison, Wisconsin: Cma 

Xntematicnal Lac, 1967. 

3. Jordahl, Edna K. Managing Your Future: Part 4 - Fandly Budgeting , 

St. Paul, Minnesota: Agricultural Extension Service, university 
of Minnesota, 1962. 



RESOURCES REQUIRED 

1. Projectuals: PF2-1, "Outline of a Family Budget*' 

PF2-2, 'Tfliat Is A Family Budget?" 

2. Family budget books obtainable from a bank, credit union or fin- 
ance company. 

3. Filmstrip, "Getting Your Mon^ey^s Worth", obtainable from: 

Educational Film Distributors Ltd. 
191 Eglinton Avenue East 
Toronto 12, Ontario 

4. Ojptional: Resource person from a bank, credit mien or other agency. 



MEIHODOLOGY 

1. Hand out the Readings and re'.^id the Purpose and Introduction. 



PURPOSE 

In this lesson we will discuss viiat a family budget is , and 
how to prepare one. 



INTRODUCTION 

For a long tire budgeting was a device used entirely by 
business firms to assist them in their financial planning. CUce 
people began to resize how well bud^ting was working to make 
business firms successful, it was not long before family budgeting 
becare a common practice . 

Budgeting helps to keep you out of financial troifcle; it 
helps you live within your incore. It aids you in setting prior- 
ities in your spending and thereby gptting the most gut of yoiar 
money. 
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It is often better to adjust your wants to yovx income than 
to h\xf on cxedit and find that many of the thing? you purchase end 
up being repossessed. Even if you do manage to pay for your 
credit purchases, you will likely have to pay heavy interest 
charges. 

A budget forces you to think about alternatives in spending. 
It points out very clearly the difference between vdiat you would 
like to do and vixat you are able to do. Althoug^i you may not be 
happy with tlae results, at least you are aware of the facts ahead 
of time. 

A family budget is iitportant whether you own a business or 
work for someone else. However, you should remeirber that when 
you own a business, living beyond your income can cause the busi- 
ness to fail. 



2. Discuss the Readings. The students, should see budgeting as a means 
of setting priorities so the family can get the maximum satis- 
faction of their wants within the limits of their income. Suggest that 
a biadget helps eliminate raudi of the inpulse buying we tend to do 
when no priorities are set. 



OBJECTIVE: THE STUDENTS WILL BE ABLE TO MAINTAIN A MONTHLY FAMILY BUD- 
GET. 



Stimulus 

3. Ask if any of the students have ever tried to keep a budget, 
courage them to discuss their e^riences with budgeting. 



Clari:^ Problem 

4. Ask: "What were the main problems in keeping the budget? Vfere 
they detennining the priorities? sticking to the biidget? dealing 
with mexpected emer^ncies?" 

Provide Information 

5. Read Sections 1 and 2 of the Readings. After Section 1, show 
Projectual PF2-1, "Outline of a Family Budget". 
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PF2-1 OUTLINE OF A FAMILY BUDGET 



SMtJCCT 



SERIAL NUMBER 

OiiURU »iir«i9H* 



expcNses or spending 



FOOD 

HOUSING - RENT 

UTILITIES 

CLOTHING 
MEDICAL 

TRANSPORTATION 
INSURANCE 
irENTERTAINmNT 
OTHER 



TOTAL EXPENSES. 



TOTAL INCOME 
PAYROLL DEDUCTIONS^ 
NET(CLEAR) INCOME^ 



TOTAL EXPENSES. 
BALANCE- 



TtCHIfAX riUAtU TtAHtf ARtHCT MOUNT 



«}iCRiii(i riMfuri* 
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CONTOff 

!• What is a Budget? 

A budget is a planning device. It is not reant for 
keeping track of every penny spent. That is, a budget is a- 
plan for spending, not sinply a record of ejqpenditures . A 
family budget helps the family see if the money coming in 
(earnings or income) matches the money going out (expenses or 
spending) in some time period (e.g., month, year). If money 
is left over then there is a saving. If there is not enoug^i 
income to meet expenses tlien there may have to be borrowing, 
A family budget also helps the family decide how it will spend 
its money. The family, not the budget, makes. the decision. 
By keeping a budget, the family can see how their family money 
matters will look in the future. If you have a picture of 
what is going to happen in the future, it helps you make de- 
cisions. Remeirber, keeping a family budget isn^t just a' 
boring business of putting numbers down in a book. It can 
help you save. It can help you borrow wisely. If you don't 
keep a budget, you may not be getting as much satisfaction 
out of your money as you could be. 



2, What Time Pferiod is Used for Budgeting? 

The family can budget for every week, month, tliree 
months, or a yeai. Usually the budget covers the time from 
one pay day to tlie next. However, many families use a month 
or three months for their budget period, 

A rougji eifcajipie of a family budgpt for a married man 
with seven children earning $7,200 per year or $600 per 
montn is shown below: 

NOTE: The budget is for a one month period. 



MONTHLY 



Income or Earnings 

Payroll Deductions (e.g.. Income Tax) 



$600,00 
55.00 



Clear Income or Take Home Pay 



$545.00 
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$150 .00 
130 .00 
30.00 
30.00 
30.00 
20.00 
30.00 
10.00 
30.00 
20.00 
60.00 

$540.00 

$ 5.00 

Remenber, the famil/ decides hw much to spend on each 
item. If all family meni)ers can help to plan the budget , 
they will have a better idea of family spending. 

The simmaiy of a budget can be shown as follows: 
Family Income $_ 

less Family Expenses $ 

BaLmce $ 



6. Discuss the Keadin^. The students should see that a budget is a 
planning device which requires a person to set priorities in wants 
and in spending. The recording of the money spent is a weans of 
checking vrfiether of not the budget is working. 

7. Ask students to prepare a budget for the same size family with a 
take home pay of $3,000 or $5,000. The stiadents can work in small 
groups, with each group using a different salary level. Upon com- 
pletion, have one member from each group copy the budgpt onto tlie 
flip chart. Discuss each budget with the full group. 

8. Hand cut a copy of a family budget book. Let the students examine 



9. Read Section 3 of the Readings. Show Projectual PF2-2, ''What Is 
a Family Budgpt?" during the reading. 



Expenses or Spending 
irood 

Housing - rent 

- utilities 

Clotliing 
Bill Payments 
Medical 
Transportation 
Insurance 
Qitertainment 
Personal Care 
Other Expense 

TOTAL EXPENSES 

Remainder 



5. 



How to Keep Ycrxr Family Bud^t 

You will be given a copy of a family budget book. Use 
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PR-2 V«A.T IS A FAMILY BUDGET? 



W1M -tta.Mt Hfi-^invw «ot«.m 

JMAOW A)N|VrtfCNTU llimM XTMIOU 



•••••••• « V* 



• • • 



WHAT DOES 

A BUDGET DO? 

The FAMIVf BUDGET is o 

plan that shows how cfos« 

INCOME and SPiNDING are 

ov0r a poriocf of f ima f 



1 






1 INCOME 


SPENDING 1 



A balanced budget 



Savings an Possible 

jKCOfS^^ \ Spending 
^may be 
fncreosecf 

iJ^ffk Borrowing 




Spending 
may have to 
be Reduced 



il 

•B 



•ricffiKc iiintiu* 
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this book to keep a family bidget for the remainder of the 
course. The instructors will help you if you have any 
difficulty. Read through the book carefully several times. 

Some of the steps you should follow in budgeting are: 

a. Decide on the tine period the budget will cover, e.g., 
month or year. This is called a budget period. 

b. List all the things you want to buy now and during the 
budget period. 

c. Estimate the income you will receive during the budget 
period. 

d. Estimate and list all the expenses you think you will 
have during the budget period. Some expenses will be 
fixed , that is, they will have to be made at regular 
times throu£^out the budget period, e.g., food, heat, 
rent, lig^its, etc. Other expenses will be variable , 
that is , you decide whether you want to make tnem or 

e.g., entertainirent, travel, etc. You should esti- 
mate what per c^t of your income is to be spent cn 
each type of expense. Your decision will depend on your 
family size, on the commnity where you live and on your 
priorities. 

e. Estimate how much money you want to save during the 
budget period. 

f . Add xjp all esqpenses and savings and conpare with your 
income. 

g. If your income is smaller than your expenses and savings , 
you will have to revise your priorities; that is, you 
will have to decide whether you want to buy certain 
things now (on credit) or whether to delay their pur- 
chase mtil a later time. 

h. If your income is bigger than your expenses and savings, 
then you can buy all the thing^ you listed in step b 
above. 

i. Check over the conpleted budget to see that the whole 
family is getting the most satisfaction from the way 
the money is going to be spent. 
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10. Discuss each point of the Readings: Ask if students have any ques- 
tions about starting their own budget. 



In this lessen you have discussed the inportance of 
planning family spending. Planning your expenditures in ad- 
vance will show you whether your income is sufficient to neet 
your needs and wants. If income is insufficient, you know 
this ahead of tima and can revise your priorities as nec- 
essary. 

You also discussed the nature of a budget; this is, what 
a budget is, and the time periods that may be most appropri- 
ate for preparing a budget. Finally, yew were briefly intro- 
duced to the procedures to use in preparing a budget. 

A family budget is inportant to everyone, but it is 
perhaps of particular in|>ortance to the small businessman. 
By helping to regulate family spending, it helps prevent too 
much money or goods being drawn out of the business. 



Indicator 

13. Ask students to involve their families in setting up a family bud- 
get as a take-home exercise. Ihey can discuss this budget with 
the instructor and then undertake to keep track of their family's 
spending in the family budget book provided. 

14. Set up role-playing situations ^ere various family menbers are 
discussing the family budget. Each family meri>er wants different 
things and the parents try to protect the budget. 

15. Arrange to have a resource person familiar with the subject visit 
the class to discuss and answer questions on family budgeting. 



12. 



11. 



Slew the filmstrip, '^Getting Your Money's Worth". 
Read and discuss Section 4 of the Readings. 



4. Sumnary 
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SUBJECT FINANCE, ACCOUNTING, BOOKKEEPING 



LESSON FAB12 SOURCES OF FUNDS FOR STARTING IHE BUSINESS 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Ihe intention of this lesson is to make the students aware that there 
is money available to help start bminesses. These sources of financial 
help range froni connercial lending institutions to special government 
programs. 

Many times you have heard the statement, "I would go into business 
but no one will lend me the money/* The problem isn't necessarily the 
fact that no one will lend money to this potential businessman, but that 
he is not aware of where to apply for finds. There are many government 
programs available for helping potential businessmen, and he should be 
aware of these and alternative sources. 

The student should also realize that loans, grants, etc. are for 
specific purposes, and api)lications will be analysed as to the economic 
viability of the proposal.. 



OBJECTIVE 

The student will exploit sources of financing to start a business. 

RESOURCES REQUIRED 

The instructor should write to the following addresses to obtain 
infoimation available on loans, grants, etc« The instructor should also 
enquire about other possiblje sources of financing vriiidi may apply to 
Native businesses. 
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1. IndiiStrial Intelligence § Proirotion Branch 
Incentive Division 

Department o£ Regional Economic Expansion 
Ottawa, Ontario KIA 0H4 

2. Guaranteed Loans Administration 
Department o£ Finance 

Ottawa, Ontario KIA 0H4 

3. Business Services Division 

Indian and Eskimo Economic Development Branch 
Department o£ Indian Affairs and Northern Development 
Ottawa, Ontario KIA 0H4 

4o Department of Economic Development 

Government of Newfoundland and Labrador 
St. John's, Newfoundland 

5. Department of Economic Growth 
Government of New Brunswick 
Fredericton, New Brunswick 

6. Department of Finance and Econonics 
Government of Nova Scotia 

Box 187 

Halifax, Nova Scotia 

7. Ministry of Industry and Commerce 
Parliament Buildings 

Quebec City, P,Q. 

8. Ministry of Industry and Tourism 
900 Bay Street, Herst Block 
Queen's Park 

Toronto 182, Ontario 

9. Industrial Developnent Bank 
243 Wellington Street 
Ottawa, Ontario 

10. Information Division 

Department of Industry, Trade and Canmerce 
MacDonald Building 
Ottawa, Ontario 

11\ Communities Economic Development Fund 
203 - 428 Portage Avenue 
Winnipeg, Manitoba R3C 0E3 




390 



FABI2 



12. Saskatchewan Industry Departiiient 
7th Floor, Power Building 
Regina, Saskatcha^ 

13. Alberta Comnercial Corporation 
1810 Centennial Building 
10015 - 103 Avenue 
Edmonton, Alberta TSJ OHl 

14. First Citizen Fund 
Parliament Buildings 
Victoria, British Columbia 



MEIH)D0LOGY 

1. Hand out Readings 

2. Read the Purpose and Introduction 



RJRPOSL 

In this lesson you %ri.ll examine some of the loans and grants 
available to ycu in order to start a, business. 



imTODUCTION 

Businessmen usually require mon^ to start their business (^rations 
and to keep than going. The source of this money very often comes in 
the fom of loans from sane lending institution, or grants from fedsral 
and provincial governments. To the person with a well thought out plan 
for an econonically viable business, there are a minber of sources 
readily available. The major stunbling blocks to using these funds are: 

1. the businessman is unaware of the sources available 

2. the plan for the business has not been prepared in enough depth 
to show its potential. 



OBJECTIVE: THE SlUDEOT HTILL EXPLORE SOURCES OF FINANCINS TO START 
A BUSINESS. 

Stimulus 

3. Ask the students what fimds are available to start businesses. 
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Clarify Problem 



4. 



List the students' answers on the flip chart. 



Provide Information 



5. 



Read Section 1 of the Readings and discioss. 



CONTENT 



Miere Can You Obtain tlie ^bney? 



a. Personal 

The first place you should look to for funds is your per- 
sonal resources. You may have a suitable piece of land 
and/or buildings wliich would meet the requirements of tlae 
business. You may have some money saved, enough to lease 
or rent suitable buildings and equipment, or to purchase 
irerciiandise or raw materials. Many a successful small 
businessman started his first business in room of his 
house . 

Hie re is more personal freedom when you can finance your 
own business. Wlaen you use only your own funds, you do 
not have to worry about TOeting loan payments, interest 
rates, etc. You have more freedom to operate. 

b. Otlier People 

Many times you yourself mi^it not have the needed re- 
sources but a person in your community will. This person 
might be willing to allow you to use these resources in 
return for a share of tlie ownership of the business. In 
tiie lessons on Business Law, you will be studying the 
legal aspects of going into business witJi someone else, 
whetlier as a partner or as a shareholder (limited company 
or co-operative) . You should be aware that you migjat be 
able to obtain tlae needed funds from otliers who are 
willing to share in tlae ownership of the business. 

c. Loans 

There are many loans available to tlae person- wishing to 
start his own business. You may be able to borrow money 
from a credit union, or any other commercial lending in- 
stitution if you can meet tlaeir loan requirements. In 
additiaa to loans from tiae above institutions, you may 
be able to get a loan under various federal and provincial 
legislation* Some of the loans available from the govern- 
ments will be examined later in this lesson. 
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d. Grants 

In order to help people start their own businesses, both 
federal and provincial governments offer a nunber of 
, grants. A grant is a sum of money which is given by the 
goveminent (federal or provincial, depending on the leg- 
islation under which it is obtained) for a specific pur- 
pose and does not have to be repaid. 



6. Cojipare information in Section 1 to the answers listed on the flip 
chart (point 4) . 

7. Read Sections 2, 3, 4, and 5. Discuss ways in which students 
feel tliey could use each source of funds. 



2 . Loan From a Bank, Credit Uaion or Other Commercial Lending 
I nstitution 

a. lyho is Eligible? 

Anyone wanting funds to start a business may approach a 
baiik, credit union, or other commercial lending institu- 
tion for a loan. In order to obtain the loan you imxst be 
able and willing to meet the requirements of these 
lending institutions . They will be ititerested in the 
following: 

(1) How much money you need 

(2) How you are going to use it 

(3) How your business will make money 

(4) Whether the lending institution will be repaid 

(5) And when it will be repaid. 

b. Loan Purposes 

Loans will be given for any purpose the lending institu- 
tion decides is worthwhile to anyone who is able to repay 
the money loaned. A lending institution miist protect its 
shareholders from unnecessary risks because it is a com- 
mercial undertaking, and its satisfactory perfomance is 
measured in dollars and cents. 

c. ^laximum Amount 

The maximum amount that a lending institution will loan 
depends iqpon the lending policies of that institution and 
the borrower's ability to repay. 

d. Interest Rate 

'ihe interest rate diarged on loans will vary Prom lending 
institution to lending institution, and from '::ime to time. 
If money is borrowed from a conmercial lendir^g institution, 
the interest rate you will pay should be calculated and com- 
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pared to that charged by similar institutions in order to obtain 
the best terns (in the Personal Finance lesson PF5 you 
will see how to calculate interest rates ). 

e. Maturity 

the length of the loan will depend upon the policy of the in- 
stitutiai yxxi received the loan from. Their policy on the 
length of the lo. n will depend upon the amount ^ cxillateral 
taken p and their personal assessment of the loan. 

£. Collateral 

The conraercial lending institution will require seme pro- 
tection of its investment. In many cases the loan will not be 
be given directly to the business^ but rather as a personal 
loan to one or more of the owners* This way the owners » not 
the business p are responsible for repayment. 

Besides having the loan guaranteed by the owners^ most com- 
mercial lending institutions require that you sign over to 
them the land, buildings, equipi^nt, or whatever is used to 
obtain the loan. This is done so that if the business goes 
broke they can sell the item si^ed over to them in order 
to recover the outstanding sonount of the loan. 

g. Where to Apply 

For furiiier infonnation apply at the office of the lending 
institution. 

Small Business Loan Act 

a. Who is Eligible 

The owner (s) of a small business enterprise may borrow 
money. This may be in a sole proprietorship, a partner- 
ship or a limited company. 

A small business enterprise is eligible if its estimated 
annual gross revenue does not exc€^ed five hundred thousand 
dollars ($500,000) during the year in which the application 
is made. 

Loans may be made to small business enterprises ojjerated 
for gain or profit in Canada that are engaged in any of 
the following fields of industrial or coomercial activities; 

(1) manufacturing 

(2) wholesale or retail trade 

(3) service 

(4) transportation 

(5) construction 

(6) coffimmication 
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These loans are made under the provisions of the Snail 
Business Loan Act through chartered banks, credit unions 
and other comnercial lending institutions. 

Loan Purpose . 

'ihe following business improvement loans may be made under 
the Act: 

(1) Fixed Equipment Loans, for equipment of a kind usually 
attixed to real or immovable property. 

C2) Movable Equipment Loans, for equipnent of a kind not 
usually attxxed to real or inmovable property. 

Loans under these tWp headings may be made for the purchase 
of equipment or for the cost of installation of fixed equip- 
ment, for the renovation, improvement or modernization of 
equipment where this is .appropriate. 

(3) Premises Loans, for the purchase, construction, reno- 
vations, improvement or modernization of premises.. 

M aximum Amount 

maximum which a business may have outstanding under the 
Snail Business Loan Act at any one time may not exceed 
twenty-five thousand dollars ($25,000). 

A loan under the Act may be used to finance up to a maximun 

(1) 80% of the cost, including installation of fixed or 
movable equipment. 

(2) 901 of the cost of the renovations or improvonent of 
premises, or of the purchase price, or the cost of 
construction. of piemises. 

Interest Rat^ 

The interest Itie "charged on a loan granted under the Snail 
Business Loan Act may be obtained from ajiy chartered bank 
or other designated Render. 

Maturity 

'The maximum period over w^iich a loan can be repaid may not 
exceM ten years. Installments on the loan must be paid 
at least annually but may be required more frequently at 
the discretion of the bank. 

Collateral 

All business improvement loans must be "secuxed" the 
lending institution must be given seme foim of guarantae. 
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For equipment loans, the lender is required to take a 
first charge «on iteis purchased. (Ihis is usually called 
a diattle and means the equipment is pledged to the 
lending institution mtil the loan is paid.) For loans 
involving land, the lender is required to take a mortgage 
CXI the premises . (Mortgages sre also a pledge of your 
property to someone in xetum for a loan^ Mortgages will 
be studied in lessm BLll.) In aaditicn,> the borrower 
mast usually give additional assuarance of repajnient of 
the loan in the form of peTSosial promissory note which 
guarantees the l«idin^ institution the repayncnt of the 
loan if the security xs ansuEficient* 

In general, banks are required to make loans under the 
Small Business Loans Act with the same care that is re- 
quired of a bank in the conduct .of its ordinary business. 

g. Where to .to>ly 

i^ly at any chartered bank or credit union or other in- 
stitution. 



Industrial Development Bank 

a. Who is Eligible? 

hstablishea by ParHaiwant in 1944, the Industrial De- 
velopment Bank provides capital assistance to new or ex- 
isting business enterpirises in <Gaiiada, particularly those 
of smaller sia^, which may reasonably be expected to 
prove successful, but A^ich awre unable to dbtain financing 
on reasonable terms and conditions. 

b. Loan Purpose 
Most Industrial Developwaent Bailk loans a:re used to pur- 
diase land-and building^^ and to alter or enlarge ex- 
isting buildings, to construct new buildings, or to pur- 
chase macMneiy and equi.proent. Industrial Development 
Bank is interested in participating in the initial fin- 
ancing of :SOundly-co)L\ceived new businesses. 

Industrial Development Bank considers applications to 
help finance a change of ownership of a business in some 
circumstances^ for exanple i4ien it is clear that the 
business will benefit by the change. " ' 

c. Maximum Artomt 
Host of the loans approved at^ for amounts of less than 
one hundred thousand dollars ($100,000)^ althou^ larger 
amoints are available. 

• 
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d. hiterest Rate 

The Industrial Development Bank's rate o£ interest on 
new loans changes from tiine to time in keeping with the 
general level o£ interest rates in Canada. Interest is 
calculated on the outscanding loan balance. 

e. Maturity 

The repayinent o£ an Industrial Developinent Bank loan is 
usually by way o£ monthly iastalments of principal' and 
interest. While experience has shown that most Indus- 
trial Development Bank loans can be repaid within a terja 
o£ approximately ten years, in some cases a longer term 
is arranged and in other cases, repayment may be requiicjd 
within a shorter time. 

£- Collateral 

The security £or an Ind"ustrial Development Bank loan 
usually takes the £orm o£ a £irst charge, on the £ixed 
assets o£ the borrowing business. Ihe method o£ taking 
security varies £rom loan to loan and according to the 
laws o£ the various provinces. - , 

Borrowers are required to maintain adequate insurance on 
the assets mortgaged to the Indiostrial Developinsnt Bank. 
In some instances^ insurance is required on the life of 
the owner of the business. 

g. Where to Apply 

For further infomation v;rite : 

Industrial Development Bank 
Head Office 
234 Wellington. Street 
Ottawa, Chtario 



Eccnondc Development Fund (Department of Indiafi Affair r jxd 
Northern "Development 3 

a. . Who is Eligible? 

Eligible applicants are individual Indians, groins of 
Indians, Indian bands, or anyone who can make a contribu- 
tion to the economic development of Ind:".an people. 

b. Purpose of Fund 

Financing is available to the following classes of 
businesses:. 

(1) resource development 

(2) retail trade 

(3) service biisinesses 
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(4) manufacturing 

(5) transportation 

(6) wholesale trade 

(7) communication 

(8) construction 
i9) co-operatives* 

Principal features of Indian Economic Dgvelopment Ttand 

(1) guarantees loans of other lending insljitutions 

(2) provides loans 

(3) gives grants 

(4) provides management advisory services 
General Requirements 

(1) Competent management is available or can be arranged; 

(2) The e^cpected earnings of the proposed or existing 
business will be suffi'ci^ent to keep the business 
operating and to repay loans; 

(3) Ihe required financing is not available from other 
sources under reascxiable terms; 

(4) Normal business practices are followed; 

(5) Security* is available. 
Vfliere to Apply 

For further informatim, contact the Regional Business 
Services Manager located in the following regicnal offices 
across Canada: 

(1) Maritime?: 
P.O. Box 160 
Mierst, Nova Scotia 

(2) Quebec: 

175 St. Jean Street 
Quebec 4, Quebec 

(3) Qitario: 

22 College Street — 
Toronto 101, Qitario 

(4) Manitoba: 

3rd Floor, Midtcwn Bldg. 
267 Edmonton Street 
Winnipegp- '/Manitoba • 
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(5) Saskatchewan: 

5th Floor, McCallum-Hill Bldg. 
1874 Scarth Street 
Regina, Saskatdiewan 

(6) Alberta: 

27th Floor, C.N. tower Bldg. 
Edmonton., Alberta 

(7) British Colunbia: 
325 Granville Street 

' Vancouver 2, British (j^olunbia 

(8) Yukon: 

P.O. Box 2110 
Whitehr rse , Yiikon 

(9) Northwest Territories: 

Dept. Industry § Development . . 
Govt ."Northwest Territories/.: 
YellowJaiife, Northwest Territories^ 

(10) Headquarters Address is; 
Business Services Division 

Indian 5 Eskimo, Economic Development Branch 
Dept . of Indian Affairs § Northern Development 
Ottawa, Chtario KIA 0H4 



8. itead Section 6. 



6. Special Agricultural and Rural Development Act CARDA) 

(Departm£^t of Regional Economic Expansion in co- 
operTition with the governments and the Ihdian and Mstis 
assocdatlons of the three prairie provinces.) 

a. ffiy tile Program wag Initiated 

'me Department of Regional Economic E3q)ansion (DREE) 
recognizes that n>gional economic disparities exist in 
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Canada. Ihe Regional Development Incentives Act and the 
Special Area Agreenents are two of the Department's pro- 
grams desigiied tc achieve the objective of reducing such 
inequalities . 

The Department also recognizes that the native people did 
not benefit to any great extent from these programs, and 
that native people were often economically disadvantaged 
and faced with unemployine;it problems. To help solve 
these problems tie Departinent drafted a program, known as 
the Special ARDA PrograTTi, and presented it to the native 
associations of the three prairie proAdnces at a meeting 
in Regina in June of 1970. 

b. How the Program Developed 

'Ihe native associations made suggestions for diangps an 
the program* Changes were made and the program was pre- 
sented to the native associations and provincial gcrvem- 
ments of each province. Again disagreements arose and 
program changes were recommended. The revised program 
with its conpromises was presented to the native associ- 
ations and provincial govenunents in April 1971. 

c. Basic Features of the Program 

(1) Vhat is the Special ARDA Program? 

A program especially desigfied, in co-operation with 
the governments and the liRdian and Metis Associa- 
tions of the three prairib provinces, to provide 
people of Indian ancestry with new and better op- 
portunities to inprove their economic circumstances. 

(2) What Does It Do? 

lhx)vldes substantial grants and other assistance to 
projects \Aich will open xxp new jobs, increase in- 
comes and inprove living conditions for Indian and 
Metis people living in rural areas of the three 
prairie provinces. 

(3) Vhat Kinds of Projects are Eligible? 

(a) In rural areas vAieve at least 301 of the popu- 
lation is made up of native people, the pro- 
gram will assist: 
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(i) Fl-ojects involving the establishnent, expansion 
and modernization of any business operated by 
or v^ich employs native people. Conmercial 
undertakings of all types are eligible, including 
resource utilization, manufacttiring, processing, 
and consumer service facilities? 

(ii) Projects undertaken by grcjups or associations * 
which will ijnprove the incomes of native people 
now engaged in faming, fishing, forestry, and 
trapping. Examples would include the purchase 
of equipment that wi,ll increase the catch of 
fishenneh, farm consolidation or enlargement, 
the improvement of timber stands and the up- 
grading or expansion of pastures; 

(iii) Projects which would provide counselling, training 
and related services not available under other 
federal or provincial programs and needed to pre- 
pare native people for existing job opportunities 
or new jobs which will be created in the area in 
the foreseeable future. 

In remote rural communities in northern areas where 
there is a severe lack of employment and earning 
opportunities and where at least 501 of the popu- 
lation is of Indian ancestry, the program offers 
additional assistance for: 

(i) Transportation and communication projects, 
which will help provide access to existing or 
new job opportunities. Examples of trans- 
portation projects would be the construction 
of an access road to a work site, or of docking 
facilities required for the movement of locally- 
produced goods. A typical communication pro- 
ject could be the prevision of radio -telephone 
equipment required for the operation of a local 
enterprise} 

(ii) TIte development of community recreational facil- 
ities where these are a part of a plan or pro- 
gram for the area concerned, and where they will 
lead to eiftployjnent and a significant improvement 
in living conditions for the people of the area. 
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(4) Ifa w Much and What Kind of Assistance is Available? 
Assistance noriijally takes the foim of a direct cash 
grant to the individual, group, or comnunity undertaking 
the project, but it can also include the direct pro- 
vision of training and other services. Projects qualify 
for different percentages and maxiiaLWi amounts of 
assistance depending upon their nature. As an example, 
in the case of a conmercial undertaking the incentive 
grant may providfe up to 501 of the capital required for 
the project or up to thirty thousand dollars ($30,000) 

, for each job directly created, whichever is less. 

(5) What Conditions Must be Met? 

Ifeefore it can be approved tor assistance a project must 
meet. certain conditions. These include: 

fa) Adequate information nust be provided to explain 
the project and justify the amount of assistance 
requested, 

(b) At least two-thirds of the persons anployed or 
engaged. in the project must be disadvantaged native 
people for whom adequate provisions for training 
must be made. Assistance i^or the costs of this 
training may be provided. 

(c) The project must show evidence that it can genenite 
sufficient income to meet its obligations for at 
least a five-year period. 

(d) The project must establish that it will be adequately 
managed. Where disadvantaged people of Indian an- 
cestry are to be trained for management jobs, assis- 
tance for the costs involved may be provided. 

(e) The applicant will be expected to provide a certain 
amcnint of equity in the project depending upon the 
project type. In the case of a commercial under- 

^•taking, this equity must be at least 20% of the ca- 
pital cost of buildings, machinery and equipment, 
but it can take various forms including land pro- 
vided and work done by native people. 

(f) To be eligible a project must be approved before 
March 31, 1975 and it must not have been started 
before the application is received. \ 

(g) Adequate provision must be made for pollution 
controls vArere applicable. 
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(h) If the project is a cojnmercial undertaking, at 
least three family -heads im.ist be employed at a 
miniinuni income of at least twenty- five hundred 
dollars ($2,500) a year- 

(i) If the project is a primary producing activi.'-.y, 
it must inproA/e the incomes of a gro\jp or asso- 
ciation of native people. 

(6) Who Decides Whether a Project Should Be Assiste d? 
A special committee will be set up m each province 
to review and recommend projects submitted for as- 
s.v tance under the program. Ihis committee will be 
made xxp'of/jat least four people of Indian ancestry 
as well as representatives of the federal and proAdn- 
cial goyemitents. 

d. How the.; Program Will Work 

Applications for assistance under the program will be 
evaluated by the DREE staff, and will be submitted to the 
secretary of the Special ARDA committee, which will in- 
clude representatives from the federal and provincial 
.governments, and Indian and Metis associations. The com- 
mittee will review applications and recommend whether as- 
sistance should be granted. 



9, ' Section 6 is likely to raise many questions. Below are possible 
, questions that mig^t be asked and the type of answer that could 
be given. 



Questions and Answers 

Q: Do only native people benefit from this program? There are 
other disadvantaged people, 

A: It is not correct to state that only people of Indian ancestry 
cm benefit from the Special ARDA Program, For instance, a 
requirement of the program is that two-thirds of the employees 
must be of Indian ancestry but tlie remaining one-third can be 
of any race or nationality. In addition, ownership of the en- 
terprises need not be native people only; anyone can apply for 
a grant so long as their application meets all of the con- 
ditions of the program. However, the eiiphasis of the program 
will be on assistance to the native people. 

Q: Would fire protection facilities in a remote community qualify 
under the Special ARDA program? 
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If the protection was needed to safeguard some facility vrfiich 
was providing jobs or income p it could be considered.* 

Would a bus to carry workers to the job qualify as transportation? 

Under certain circumstiuices it couldp if this were the only method 
of transportation which would get people to the income opportun- 
itiesp but we would be much more inclined to regard a bus service 
as a conmercial enterprise. 

^H>uld telephones qualify for communications assistance? 

DREE does not intend to provide facilities which would normally 
be the resi.'insibility of. the provincial government or the utility 
companies. :toweverp as mentioned, a ratlio-telephone necessary for 
the operation of a job or income -producmg enterprise would be 
considered.' It would depend a great deal on whether or not the 
telephones were required for employment purposes, and vrfiether or- 
not the service was obtainable oy other means. 

Will DREE provide all the grcmt assistance required in the case of 
transportation, oonmmication and recreation projects, and (v4iat is 
the maxiinjm assistance available in this type of project? 

Insofar as projects '^ich are for registered Indians or which are 
on Indian lands, DREE will provide all of the assistance offered* 
On all other projects involving Metis or other disadvantaged 
people, the province will share the cost of the assistance on a 
fifty-fifty basis. 

The maximun assistance available is 901 of the capital costs of 
the project, but it is important to realize that the amount oi the 
grant Is limited to $30,000 for each permanent job created, and in 
the case of transportation, conmunication and recreation projects, 
this will restrict them to small projects. 

It was mer^tioned that work/training and management advisory sei vices 
could be included in the assistance offered ^ does this mean on 
the job training, and for how long would thd training and manage* 
ment services be available? 

Training, assistance offered will be siq>plementarv to other pro* 
grams ofiEered by "^he Department of Manpower or the Department of 
Indian Affairs or the provincial covernmr^nt. This could include 
^rainiqg on the job. Training luia management assistance will be 
available for xxp to three years. 

What kind of information will IME need to support an application? 
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A: An ai^licatim should include data on the proposed opexationsp 
five year projected operating statements^ cash flows and balance 
sheets. W£E will require information on the marketing, jobs, 
landp buildings and equipi^entp as well as management and training. 

Q: A twenty per cent equity is required for a comBiercial uiKler- 

taking. How much equity is needed for a primary producing enter* 
prise or* a remote conmunity project? 

A: At least a 101 equity is required for other types of activity. 
This equity can be provided in the fonn of land, buildings or 
other assets that are owned or controlled by the applicant. 
Equity can also be provided through donated work done on the 
project. For instance^ if the applicants wished to construct 
the buildings needed on a project ^ the valu^ of this donated 
labour could be used as equity. 

Q: Why is this equity needed? 

A: It is felt that the applicants must have a personal involvement 
to make a project successful . 

Q: If you have a signed contract which will provide moT^ey at a 
future date or if you had grain in storage , could this type of 
thing be u^ed as ec^ity? 

A: Any asset that is directly conriected with the enterprise which 
could be, used as collateral for a personal loan can be used as 
equity in this manner. 

Q: When an individual or a poration does not own the landp but is 
given the ri^t to use for a period of years, would you regard 
this as an equity? t 

A; Yes * it has a definite value and this value could be used as all 
or part of the necessary equity. It is iji^rtant to note that 
this program provides grants and not loans and, therefore, it is 
not r^ecessary to take any mortgages or use the land as s^xurity. 
We are only concerned with the value of the land and the tenure for 
for equity purposes. 

Q: WoPld it be possible to get fiiiKis from another program for equity 
and still get a grant from the ^cial ARDA piogram? 

A: Ko, not for equity. It must be a personal involvement or equity 
on the part the individual or corporation or cavounity. Under 
seme cijpiiLstanccs, fonds from other assistance programs can be 
used to finance the project ^ but not jxs equity. 

Q: If 20t equity in a commercial enterprise was provided by the 
applicant and OR£E gave a 50 1 grant » where would the other 30% 



come from. 
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A: We expect that in most cases it will be borrowed from the 
Indian Economic Develqpmmt Fvad or provincial sources sudi 
as the Sstskatchewan Economic Develofmrait Fund or the Indus* 
trial Developnent Bank or any connercial lending institution. 
In some instances » assistance misiy cone from other grants made 
by the province or some other agency, but it is tnlikely that 
DREE would provide a 50t grant in such cases. 

Q: If a grant is offered uider the Special AREA Program, when 
will the money be paid out? 

A: Ihe normal procedure will be to pay &i% of the grant after the 
enterprise or project is in operation for a period of at least 
50 days. Ihe remaining 201 will be paid 7^ to 42 months after 
that date. 

Q: Where will people get tlie money to start a project and how will 
it be financed during the construction stage? 

A: It is suggested that the best sources to obtain interim fin- 
ancing (until the Special ARDA grant or other pennanent fin* 
ancing is payable) are the noxi&al lending source; sudi as 
banks or credit uaicns. It should be xemenbered that the 
sponsors of the project will have a letter of offer ftom the 
^cial ARDA Committee which should help a great deal in db* 
taining interim financing. Very often an assi^unent is taken 
en the grant. If financing cannot be obtained from these 
sources » ti^en we suggest that the native people should tzy the 
provincial government for tei!i>orary loan assistance. How- 
ever^ if the project is really worthr^ile and interim finan* 
cing is definitely unobtainable {mm any other source, it may 
be possible to get advance pigments on the grant. Ihis will 
only be {K)ssible in/^ery rare cases. 

Q: If you pay out 801 of the money when the project ccmnmces op- 
eration» how can you be sure that the individuals or conpaaies 
will do the thin^ they said they would do? Is chis why 201 
will be held back? 

A: Ye^> this is the main reason 20% of the grant will be held bade 
but» if tive terms of the grant agreem»t are not carried out by 
the people s^cetned^ this wil^ be a breach of contract and the 
grant could be recovered legally. 

Q: Will the decison regarding the appointment of native repre* 
sertatives to thie Special ASlDA coonittee ht mrit by the pro* 
vincial Indian Metis associations? 

A: Hie representatives of the native ooniau^ity >rill be nr jdnated 
by the proviiicial ihdian and Metis association, and the pro- 
vandal MLniT-tters concerned will sake the appointiKents. 
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10. Read Section 7 of Readings. 



7. Other Funds 

Information on itie other funds available to the small busi- 
nessman can be obtained, by writing to the Department of Industry 
and Commerce of the provincial government. 



11 . Read Sections of Readings and discuss. 



8. Summary 



Funds for starting a business are available to persons \A)0 
have a well dra\m*up plan for a potential business. In otder to 
successfully apply for a loan or grant you must be able to answer 
the cpiestions: 

a. How much money do you need? ' 

b. How are you going to use it? 

c. Is the business going to make money? 

d. Can you repay the money? 
d. flow and vAxm are you going to repay it? 

You can answer all these questions if you carefully draw 
up plars for your business. 



indicator 

12. Ihe class discussion during the lesson will serve as the indicator* 



J 
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SUBJECT 



PERSONAL FUmCE 



LESSON PF3 



THE IMPORTANCE OF SAVINGS 



INSTRUCTOR'S GUIDE 



OVERVIEW 



It my not ti^.vc occurred to many of the students that saving 
noneyi is a possibility. ^iDSt students have little money to spend and 
they know little about the places where savings can be kept, Ihey may 
not see savings as ioportant to them. 

Ihe instructor can relate the idea of savings idth the need for 
money to, start a business , purchase a hOBe^ furniture ^ etc. The 
students should see that if savings are to be a reality^ they nust in- 
coxporate the item of savings in their family budgeting and provide si 
amount to be placed into a saAdngs accoint in a systematic way. 

Students should also see savings as a*means of making money avail-" 
able £6r limp sum payments. For exanple the family budget provides for 
a monthly amouit for property tajces, car licences ^ insurance ^ clothings 
furniture purchase » etc. If these amoints are not set aside in a 
savings account, they will almost certainly be spent en other things end 
will not be available for the intended puipose. 

The instructor should give exanple^ of ways of saving to help make 
the lessoi wore meaningful. 



OBJECTIVES 

1. Students will discuss the iaportance of saving. 

2« Studmts will become familiar with the diffetent places where 
saying can be kept. 
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REFERENCE MATERIAL FOR INSTRUCTOR 

1. Brown, N.E. Coasunier Eductim . Toronto: Ihe MacMillan Conpany o£ 
Canada Limited, 1967, di. 2, 



RESOURCES REQUIRED 

1- Various panphlets, brochures, cheques that go with each type o£ 
savings account offered by a bank, a credit union and a trust 
con5)any . 

2. .Booklets about Canada Savings Bonds obtainable from the chartered 
banks. 

3. Filne: "A Penny Saved" (14 1/2 minutes) 

"Saving to Iteach Your Goal" (filmstrip) 

4. Case PF3-1, "Mr. X's Family Budget". 



METHODOLOGY 

1. Hand out thie Readings, and read the Purpose and Introduction. 



PURPOSE 

Ihe puri)ose of this lesson is to discuss the reasons why 
saving money is inpoictant to your family and to your business. 
You will als' > discuss the various places to keep your savings. 



INTRODUCTION 

Why is it important to save? Some reasons a person or a 
family mi^l: >ant to save mmey are: 

1. Savings; ivske a person feel more secure. Money will be avail- 
able fc?: emergencies. 

2. Msrchandise doesn't have to be charged if a person has 
savings. Paying cash means you dcn't have to pay interest. 

3. Savings; can earn money for you, in the form of interest. 

4. The person or family can plan their purchases more care- 
fully; for exanple, they can buy things on sale. 
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5. Soms saving is needed to pay for. major yearly e:xpenses, such 
as car licence and insurance, hospitalization, Christinas 
gifts . 

6. Savings can be invested in a business • 'Diis means the busi- 
ness won't have to borrow as imich money to gpt started. Some- 
times the only way a person can start his own business is if 
he has savings, 

I- 

Can you think of otlier reascns why a person or family should 

s ave ? 

Some reasons a business mig^t want to save are: 

1. Savings help to pay for future purchases of stock or equip- 
ment • I 

2. Savings mean a business can pay for some thmgs without 
having to borrow, and avoid paying interest. 

3. It is easier to get a loan if the biisiness already has some 
savings. 

4. Savings mean that the business has been able to make a profit. 

A business with savings is usually a healthy biisiness. Can 
you think of other reasons why a business shoiild save? 



OBJECTIVE 1: SHJDE^JTS Will DISCUSS THE IMPORTANCE OF SAVING. 



Stimulus 

2. Ask students if they have included savings in the budget they pre- 
pared. Ask them if they have a savings account at a bank or credit 
union. Encourage students to give their reasons for doing so or 
for not including savings in their budget. 

Clarify Problem 

3. Hand out Case PF3-1, "Mr. X's Family Budget'^ and read over with 
students. Ihis case is designed to illustrate the need to include 
savings in the family budget. Have students do the assignment at 
the end of the case. Ihe students will see that it is necessary 
to save in some months to meet the needs of other months. 
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MR. X's FAMILY BUDGET FOR 12 MCNTHS 



ITEM 


MONTH 


JAN 


FEB 


MAR 


APR 


MAY 


JUN 


JUL 


AUG 


SEP 


OCT 


NOV 


DEC 


INCOME : 

Gross (Total) Pay 
Payroll Deductions 


500 
58 


500 
50 


500 
50 


500 
50 


500 
SO 


500 
SO 


500 

50 


500 
50 


500 
50 


500 
50 


500 
50 


500 
50 


Net (Take Home) Pa^ 


450 


450 


450 


450 


450 


450 


450 


450 


450 


450. 


450 


450 


EXPENSES: 

Food 

House Payments 
Utilities 
Qothing 
Drugs 

Car - gas ^ oil 

- licence 
Insurance 

- life 

- hospital 

- car 
Taxes 

Other expenses 


100 
120 
25 
20 
lU 

20 

70 
/w 

20 


100 

120 

25 

20 

10 

20 

7fl 
/u 

20 

, 20 


100 
120 
25 
20 
10 
20 

70 

20 


100 
120 

25 

20 

n \ 
IS i 

7S 
20 


100 
120 
25 

20 

■tt 

2B 

20 
20 


100 
120 
25 
20 
10 
20 

70 

20 


100 
120 
25 
20 
10 
20 
70 

20 


100 
120 
25 
20 
10 
20 

70 

80 
20 

20 


100 
120 
25 
20 
10 
20 

70 

20 


100 
120 
25 
20 
10 
20 

70 

20 


. 100 
120 
25 
20 
10 
20 
70 

20 
20 


100 
120 
25 
20 
10 
20 

70 

300 
20 


lotal Expenses 


385 


405 


385 


485 


4Q5 


385 


385 


485 


385 


385 


405 


685 


BALANCE 

SAVINGS?. 

BORROWING?' 


+65 


+45 


+65 


-55 


+45 


+65 


+65 


-35 


■t65 


+65 


+45 


-235 
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4. Discuss the questions at the end of the case. 

a. Mr, X will have some money left over, for exanple January 
($65,00), Februaiy ($45.00), March ($65.00), May ($45.00), 
Jine ($65.00), July ($65.00), Septeiriber ($65.00), and 
Noveaber ($45.00),- for a total of $525.00 during the year. 

b. Mr. X may have to borrow money during ^ril ($35.00) , August 
($35.00), and rtecenber ($235.00), for a total of $305.00 for 
the year inless he saves same of the surplus (savings) from 
other months. Ei^asize the need for saving during si4)lus 
months to cover extra expenses during deficit months. 

c. Mr. X would have to save $35.00 to cover extra expenses in 
April, $35.00 for August and $235.00 for Decenber, for a 
total of $305.00. Since he has a surpliis of $525.00 and a 
deficit of $305.00 he can easily save the $305.00 and still 
have some money left over* 

The instructor should emphasize the need for planning savings 
into the family biidget. 



Provide Information 

5. Read and discuss Section 1 of the Readings. 



CONIENT 

1. The Meaning of Saving 

When you have more of something than you need today and 
put it away for tomorrGW, that is saving* It could be food, 
clothing or fuel; it could be money to hvy something needed 
in the future. 

In ancient times people lived insecurely from d^ to 
day because they had not learned to preserve and save food. 
Later, ways were foind to dry and perserve meat, fish, ber- 
ries , roots and other foods. People vdio had learned to 
fam were able to store wheat, com or rice for long periods 
of time. By saving for the fGttne, people had more security, 
more time to improve production, and more spare time. 

In modem times, money has become the thing that is 
saved. People who eam wages or salary find it useful to 
save part of their pay. These savings can be spent in the 
, future to purchase sam needed object or can be used in time 
of sickness or unenployment. 
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Different cultures or coinmunities may have different 
ideas about savings. A group-oriented or sharing culture 
would not consider that they had a surplus to save for the 
future mtil the needs of all members of the group had been 
met today. Generally speaking, the eirphasize in North 
American society is on tlie individual, and savings are made 
on. an individual basis. Do you agree? 

To sum up, SAVING means putting away money from your 
present incoms so that you can use it sometime in the future. 
A person or family can save some of its income. A business 
can save some of its profits. 

An old saying says ^pay yourself first' , which means, 
'put some money away in savings for a rainy day". 



6, SSnw the filmstrip, "Saving to Reach Your Goal", 

7, Show the film, "A Penny Saved" (14 minutes). 

a. Film Setting - middle class household. 

b . Summary of Film (including Notes on How to Use) 

(1) Start - film shows three couples getting together, Che 
couple is in trouble due to buying too much furniture 
on credit. Ihey could not keep i^i with the payments. 
Ihe furniture was re -possessed. 

Second couple talk about their theory, "Do not buy any- 
thing you cannot buy for cash". Film shows the things 
they had to do to stick to this principle. 

STOP and discuss this theory - its advantages and dis- 
advantages . 

Third couple are able to take holidays because they 
saved up money. 

(2) Coiples talk about: 

- paying extra carrying charges 
' looking for cheaper loans 

- insured loans from crc^dit .union. 

This leads the coiple v^io always pay cash to say: "Credit 
may not be so bad after all if it is used wisely". 

(3) Mentions that thrift requires savings and wise use of 
credit. 
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Discuss last part o£ film. Eeplay portions of film or total 
film if necessary. 



Indicator 

8. Group discussicn. 



OBJECTIVE. 2: STUDENTS WILL BECCME FAMILIAR WIIH THE DIFFERENT PLACES 
WHERE SAVINGS CAT^ BE KEPT. 



Stiinulus 

1. Ask students to list on the flip chart answers to the question: 
^TVliere can you keep your savings?" or 'How can you invest your 
savings so they earn interest?" 



Clarify Problem 

2. Discuss each place students have listed. Suggest the following, 
if not already mentioned: 

a. banks - savings accounts (chequing or non-c±iequing savings 
accounts), tenn deposits, etc. 

: b. credit unicsns - savings accounts, shares, term deposits 

c. trust conpanies - similar to banks 

d. Canada SaAongs Bonds - can be bought from bank.s. 



Provide Information 

3. Read Sections 2 and 3 of the Readings. Illustrate the various 
types of savings accounts, bonds, etc, witli the materials ob- 
tained for distribution. The instructor may want to go over the 
features and procedures connected with, eadi form of savings briefly 
in the classroom and then leave the material witli the students. 
The instructor can answer students qmstions at the beginning of 
the next lesson. 



2 , Where Can You Keep Your Savings? 

Your family budget book has a section for savings. If 
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possible, the family should put some money into savings each 
pay day. But \vhere should these savings be kept? How shoiiLd 
they be invested.. 



In the old days, most people kept their savings in. a 
sgck, jar,- or mattress at home. Today, personal or business 
savings are put in banks, credit unions, or other institutions 
where they are safe and where they earn iiKney (intei-est) . 

a. Chartered Bank 

Banks have several different kinds of savings accounts. 
All savings accounts pay interest on your money. You 
will learn how to calculate interest later. 

(1) Chequing-savings accounts . These are savings ac- 
counts that allow you to write cheques . They are 
almost the same as a chequing account. Ihe only 
difference is tiriat a chequing account does not pay 
you any interest on tlae money you put into it. The 
interest rate on cheqioing- savings accounts is low 
but the advantage is that cheques can be written 

'oa this account. 

\ 

(2) True saAdngs accounts . You cannot write cheques on 
this type of account. The interest rate is hi^er 
on true savings accounts than it is on chequing- 
savings accouits. Why do you think this is so? 

(3) Term deposits . These are accounts in vdiich you 
give the bank" your savings for a certain period of 
time, such as one year, five years, etc. You can- 
not withdraw (take out) your money until Uxis time 
period is vp unless you take a lower interest rate 
than originally agreed upon. The interest rate is 
hi^er on term deposits than it is on other tyipes 

' of savings accouits. Why do you think this is so? 

b. Credit Unions 

A credit union is a co-operative baiik owned by its mem- 
bers. When a member wants to save money, he purdiases 
shares. At tlie end of the year the menbers meet to 
consider the operations of the credit uiicn for the' past 
year. At tliis time a dividend is declared and is cred- 
ited to the members' share capital. The dividend rate 
depends on the credit unions' earnings. Share capita.1 
can be vdthdrawn at any time. Some other features of 
credit unions are worth considering: 

(1) Most credit, uiions carry life insurance \jp to 
$2,000.00 on » share accounts. If a meirber dies, 
life insurance is paid equal to the amount of his 
share capital,- 
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(2) Term deposits similar to those o£ banks caa be 
arranged. 

(3) >biribers own and control their organization. 

c. Trust Coiipanj,6s 

Savings can be deposited with trust conpanies ia ac- 
comts similar to those in banks. 

d. Canada Savings Bonds 

Every year the Government o£ Canada sells savings bonds 
to the public. By buying these bonds, the buyer is 
lending his savings to the government. The bonds pay 
interest and can be cashed at any tiwe at tlie bank for 
the full face value. 

e. Equity in Real Estate, Goods, etc > 

if you purchase a house and maice payments on it^ you are 
reducing tlae amount of money you owe on the house. This 
is a form of savings. You could sell the house and col- 
lect your savings if you wan. ted to. The same happens 
to furniture. When it is paid off, you have a form of 
non-liquid savings if the furniture still has value. 

f . Life Insurance 

Some people save money by buying life insurance. While 
they live tliey are accumulating savings. Ihey can pro- 
vide for their famlies in case of their deaths. 

g. Business Savings 

A business , like an indiiddual, should save* The savings 
could be used to help the business, when it needs money. 
A business that sets aside savings will find it easier 
to obtain loans from banks or credit siqjpliers. A busi- 
ness can keep or invest its savings in the same places 
as an individual can. 



3 . Summary 



Every family shoul have a :^avings plan of 3ome type de- 
pending on its circumstances. ,\ family without any savings 
can find it very difficult, in ejuergencies . 



Indicator 

4. Student discussion. A review of tiie jesson material may be 
necessary. 
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SUBJECT 



PERSONAL FINANCE 



LESSON PF3 THE LMPORTANCE OF SAVING 

CASE PF3 - 1 
MR. X's FAMILY BUDGE! 



Mr. X is Kiarried and has tliree children (a-g^s 5, 9 and 14). Mr. 
X has a steady year-rouad job. His salary is $500.00 a month. After 
payroll deductions of $50.00 he takes honB $450.00 clear per month. 

Mr. X estimated his family expenses to be as follows: food 
($100.00 per month), house payments ($120.00 per month to a Mr. Jones), 
utilities ($25.00 per month), clothing ($20.00 per month), drugs ($10.00 
per month), car (gas and oil - $20*00 per mcnth, payments - $70.00 per 
month, licence - $25.00 every April, insurance - $75.00 every April), 
taxes ($300.00 every Decenber) , life insurance ($80.00 every August), 
hospital insurance ($20.00 every February, May, August, and Noveirber) , 
other expenses . ($20.00 per month). 



Assignment 

Using the form on the last page, figure out Mr. X*s family budget 
for the year. 

Questions for Discussion 

1. Will Mr. X have any money left over? Which months? How much is 
the total for the year? 

2. Will Mr. X ever have to borrow money? 'What ronths? How much? 

3. How much would Mr. X have to save at di.f£erent times of the year 
to make sure he could pay all his e^qpenses? 
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m. X's FAMILY BUDGET FOR 12 MOglHS 



. ITEM 


MONTH 


JAN 


FEB 


MAR 


APR 


MAY 


JUN 


vJUL 


AUG 


SEP 


OCT 


NOV 


DEC 


INODME: 

Gross (Total) Pay 
Payroll Deductions 


























Net (Take Hone) Pay 


























EXPENSES: 

• 


























Total Expenses 


























b;^ce 

SAVINGS? 
BORROWING? 



























ERIC 



420 



Training Research And Development Station 
Department Of Manpower And Immigration 



